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ON TRUTH 


BY MAX WERTHEIMER 


S crence is rooted in the will to truth. With the will to truth 
it stands or falls. Lower the standard even slightly and science 
becomes diseased at the core. Not only science, but man. The will 
to truth, pure and unadulterated, is among the essential condi- 
tions of his existence; if the standard is compromised he easily 
becomes a kind of tragic caricature of himself. 


The scientific situation with reference to the theory of truth 
is complicated at present. In the last decades logicians and epis- 
temologists have worked intensively on its problems; many com- 
plications have emerged; some of them seemed to menace the 
whole inquiry. New approaches have been made, much positive 
work has been done. In this paper I shall discuss only one aspect 
of the problems, and in the simplest way. What follows has to do 
with things that the natural man feels as self-evident; but the 
theory must envisage these things. Examples will be drawn from 
everyday life. 

I begin with the classical definition of truth, a point of departure 
that lends itself te the simplest exposition of the subject, although 
what I have to say applies equally to many other approaches. 
According to the traditional definition it is propositions that are 
true and false. A statement or proposition is true which corresponds | 
with its object, and vice versa a proposition is false if it fails io ~ 
correspond with its object. Truth, so conceived, is a general 
quality of propositions. It is a question of the relationship between 
the proposition on the one hand and the object on the other. 

Many new problems emerged in the criticism of this old formu- 
lation: for example, what, strictly, did the term “correspondence” 
mean, what could it mean? What is meant when we say a propo- 
sition should “correspond” with its object? Or when the question 
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is raised as to whether reference to the object does not involve an 
illegitimate transition? There are many other fundamental ques- 
tions that have led to new formuiations. 

But regardless of the necessity for changing the definition of 
truth in the sense of these objections and regardless of the great 
importance of these changes in some respects, the claim contained 
in the simple form of the old definitions is in itself important 
enough. Statistics, publications of one kind or another, do con- 
tain figures that are plainly false; in this respect there is lack of 
conscientiousness and worse. The standard is often lowered, espe- 
cially in general statements in which whole realms of thought are 
disposed of on the basis of personal predispositions or of a few 
individual facts. What the old definition requires is straightforward 
fidelity to facts in the sense in which a proposition corresponds or 
fails to correspond with the facts. 

But truth demands more. 

If we consider the function of truth in life, in living thought 
and being, then the old definition is unsatisfactory. I will touch 
here only on one relatively simple point. 

An example: a man hires another to steal something out of a 
desk; the theft is discovered; it has been established that the sec- 
ond man was seen near the house; the judge, who does not know 
their connection, asks the first man whether he took the article 
from the desk; the first man answers “No,” gives his alibi and is 
discharged. He did not take the article from the desk. His state- 
ment that he did not is true according to the definition. Never- 
theless, he lied. 

The difficulty need not necessarily invalidate the classical defini- 
tion of truth. One could say that the difficulty was due to the way 
in which the suspect was questioned. The investigator should have 
asked, not “Did you take the article from the desk?” but “Are 
you guilty of stealing these valuables?” Why was the judge so 
stupid? The judge’s stupidity is irrelevant. It has nothing to do 
with the fact that the man would have made an untrue statement, 
had he said that he did take it. In the old terminology, this is 
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known as the false conclusion based on many questions. Or another 
explanation may be offered. One may point out that the word 
“taking” means not only the physical fact of taking but likewise 
its cause. There are two meanings of the word “‘take.”’ For each of 
these meanings, the old definition of truth clearly establishes what 
is true and what is false. 

But solutions of this kind tend to eliminate the problem instead 
of solving it. The issue is waived. The way to go about solving the 
problem, it would seem to me, is to attack it directly. The inves- 
tigator’s question to the suspect is not an isolated fact in a vacuum. 
It is an integral part of a well defined situation in which the in- 
vestigator, the suspect and the theft form a characteristic whole. 
The detail that the suspect did not himself remove the valuables 
from the desk stands in an important and characteristic relation 
in the whole situation. Were the suspect really not guilty, had he 
nothing to do with the whole thing, then this detail would in the 
new whole have an entirely different function, a different sig- 
nificance, a different role. 

The proposition, the statement, “I did not take it from the 
desk,” corresponds with reality; but with a piece-meal reality, 
torn from its context, seen as a piece, blind as to its connections 
as a part in a related whole; or in another related whole in which 
the suspect appears innocent. The real truth must take account 
of any statement, and equally of its corresponding object, as 
parts of related wholes. A thing may be true in the piece-meal sense, 
and false, indeed a lie, as a part in its whole. We must distinguish 


the object as piece |a|, the object as part of its whole * the 
a 


, a 
object as part of another whole 
amn 


For the time being let us indicate piece-meal truth and falsity 
by t and f; and by T and F what we have called the real truth, 
in which the statement and its object are considered as parts in their 


related wholes. The example that we have been discussing is of 
the form tF. For the function of truth and falsity, it is not a ques- 
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tion only of the statement in itself (an sich) , but of the statement 
S and the object O as parts of their wholes; S and O, in their 
roles, in their functions as parts of their wholes. ‘The truth here 
does not consist only in the correspondence between the proposi- 
tion and its crude, isolated object. If the object turns out to be a 
part in the pattern of a definite situation, then the proposition is 
really true when it corresponds not only with the part as such but 
with the role that it plays in the whole. 

If each item in the situation were isolated from every other, if 
our world were in every instance nothing more than the sum of 
isolated facts, if we had to do only with “atomic facts,” then the 
old definition of truth, the t and f, would be adequate. If, how- 
ever, these facts or data exist, not in isolation but as parts of a 
whole, determined by their function in this whole, then it leads 
to blind and false conclusions to consider them as pieces. The 
whole plan of traditional logic, in all its rules and its general laws, 
is set up to deal with piece-mea! content in a summation relation. 
And for this it is adequate. 

Logistic (Logistik), the study of relational networks and of 
implicit definitions, provides the possibility, indeed the necessity, 
for seeing content as a part of its whole, but in a limited sense. It 
defines content by its place in the relational network, but the net- 
work is built up as asummation. (Cf. in logistic the new approaches 
to a structural theory of truth.) Logistic has failed hitherto to 
study the relationship between content as piece and content as 
part. In reality we frequently have the possibility of considering 
as pieces what are really parts of a system. Science for the most 
part indeed finds itself in this situation, at least in the early stages 
of a problem. 

Before we proceed, let us consider briefly some other examples 
of this form. A newspaper writes: ‘““We know now just what to ex- 
pect from Minister X. Such are the steps he intends to take! At 
the banquet held on the twenty-seventh of this month, he declared 
himself against . . .” Indignant denial: “The truth is that Min- 
ister X was not even present at the banquet.” 
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Any number of examples may be found in statistical material 
and in balance sheets. In the course of the last decades a whole 
technique of the form tF has been developed, the technique of 
doctoring balances, etc. This does not refer necessarily only to de- 
liberately misleading figures. Simultaneous newspaper reports on 
the same facts in journals belonging to different political parties, 
afford the psychologist and the logician a veritable treasure house 
of the various forms of tF. 

Moreover it is not at all necessary to conceal any of the relevant 
details in order to arrive at blind or false statements in the sense 
of tF. All the data may be laid before the reader or hearer but in 
such a way as to deceive him by the technique of shifting the 
emphasis, displacing the center of gravity (Umcentrierung) . An 
example of the simplest technique: during the war newspapers in 
some countries were compelled to give out reports in the exact 
words of the general staff. They achieved what they wanted by 
the use of heavy type for some parts, and it often happened that 
in this way entirely opposite impressions were produced. I re- 
member cases in which I received so strong an impression that 
the reports were different, that I could not believe they were the 
same until I had compared them word for word. (Cf. the old false 
conclusion by inflection.) 

These were cases of the form tF. Instead of the two truth values 
t and f, we have schematically the four combinations tF, tT, fF, fT. 
That there are cases of tT and fF is clear. Are there also cases of 
fT, that is, false as pieces, true with respect to the whole, to reality? 
Yes: for example, an excellent caricature. It may be wrong in 
practically every detail and yet be a truer representation of its 
object than a photograph which is accurate in every detail. Other 
cases are anecdotes and stories about men, events and ages which 
are known to be inventions yet nevertheless hit the nail on the 
head. Se non é vero, é ben trovato. But of course it must be ben 


trovato. 
Propositions of this type present an inherent danger, however. 
The danger is due to the fact that it is usually easier to prove the 
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truth of an item in isolation than in its role in the whole. Indeed 
many propositions for which the claim is made that they are true 
in relation to the whole, to the essence, are really false both in 
themselves and in relation to the whole. (Cf. the history of some 
scientific schemata.) 


If, then, we are really to find out what is true and what is false, 
we must direct our attention to the role of any particular item in 
the whole of which it is a part. 

This necessity has generated a number of problems that are as 
interesting as they are difficult. The basic problem here is the 
function of a part as a part of its whole. It is a central problem 
for the Gestalt theory. We may formulate it as follows. Facts occur 
in these ways: first, in isolation, as such, or as units in a sum; 
secondly, as parts of their wholes—and a part may figure in two 
or more different wholes. Often there is the possibility too of 
cutting off as a piece what should really figure as a part. What are 
the differences in these cases? 

One may ask why we speak of two kinds of truth and not merely 

of two kinds of data. The answer is that the two kinds of truth 
may deal with the same data, but that one (T,F) goes to the heart 
of the matter while the other (t,f) may remain external—namely, 
when the set of facts is not merely a sum. 
_ The approach that we have used, the formulation of a truth 
function T,F in relation to the old t,f, is not the only possible theo- 
retical approach. The attempt can be made to do justice to objects 
by other approaches. The problems in question can only be pointed 
out, they cannot be dealt with even briefly here. But what is neces- 
sary is that the theory clearly envisage these objects. From what- 
ever angle we approach the theory, concrete problems of research 
are generated in any serious attempt at a theoretical solution. 

Remote as it may appear from logic as customarily defined and 
treated, we need a logic of objects. If there is any objection to call- 
ing it logic, the name is a matter of indifference. I believe that 
these questions rightly belong to logic; they are not questions 
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merely of psychological fact but they raise issues in terms of cor- 
rect, incorrect, adequate, true, false, logical, illogical. 

Attempting to find a different approach, one may say that the 
truth function is not touched in all this, that in the burglary exam- 
ple, for instance, the difficulty is a matter simply of variously de- 
fined concepts. We need only to define carefully and to agree on 
definitions. Can any one suppose that all the difficulties consist 
solely in the failure to define clearly? We can readily see that the 
real problem is not solved; the question then is, in a given situa- 
tion, in a given context, which definition is justified, correct, sig- 
nificant. In a context it is not a matter of indifference, of purely 
subjective appraisal which definition is to be chosen, which things 
are to be discussed. There are instances of misleading, inappro- 
priate, inadequate definitions. And in the question here raised, 
of the logical formulation of definitions, we find again, if we look 
more closely, the problem of piece as opposed to part. Structurally 
this is entirely analogous to what was discussed above. (Cf. exam- 
ples page 144 below.) 

Similar considerations hold for the problem of abstraction. 
There are logically bad, incorrect, misleading abstractions. All 
this is germane to the logical problems of the formulation of 
concepts. 

The problem, to be sure, in a certain sense disappears if logic 
is to be nothing but the formal theory of deduction. In that case 
the question of an adequate formation of concepts that does jus- 
tice to objects falls away, and the coordination of the model with 
reality becomes purely a matter of chance. There are similar prob- 
lems, however, in a purely formal logic of implicit networks. 

In traditional logic and in logistic the truth function t,f is 
fundamental. In some of the newest developments, logicians de- 
fine all logical constants such as Not, And, Or, Following, etc., 
by means of tables of truth functions. If we follow the method of 
multiplying truth functions, if we take T,F into consideration, very 
radical consequences follow. The cases of tF and fT prove to be 
very complicated special cases. We soon see that the crux of the 
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problem is the problem of the objective, content relationship be- 


tween \a| and |* . When, how, in what are they different? Solu- 


ab 
tions prove to be too easy where the content of a part is held to be 


unaltered in cases of abstraction, or of the recurrence of similar 
pieces or sections in different wholes. Whether there is a difference 
and what that difference is, difference in role, in function, in 
dynamics or actually in content itself, this is a task for research 
which leads to very concrete and formal problems. 

If we put |a| and |b| in a real-relationship as parts of a whole, 
then we have at all events not merely these two, each by itself 
as before, but we must consider the question of their altera- 








tion: ja] 4 |b|— oe + * The same hoids of the abstrac- 
a 
tion: in a real or a blind “abstraction,” h +? | mm yields 
ab = |ab ab 











a —_ ; , 

the result | , |a|. This is already the case in relational networks: 
a 

if a part is really taken from a system, then the remainder, im- 

plicity defined, is substantially changed. And the same question 


a 
and $ 
abc amn. 


The general science of logic demands the same rigorous exacti- 
tude as classical logic but classical logic represents a special case, 
like the Euclidean special case in geometry. For the most part it is 
adequate in those instances in which the inner functional content 
approaches zero. 

A fundamental difficulty might be discerned in what follows. 


is involved if we consider the relationship of 








One might ask whether the truth values |a| or P and a should 


be distinguished, whether we should not likewise take into con- 


sideration the differences P and P etc. Would not this lead 
abc abcd 


to radical uncertainty? Until we had exhausted all the data, would 
we not be in permanent danger of a tT becoming transformed into 
a tF? And to exhaust all data is of course impossible. 

There are actually instances of changes in truth values. If 
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we look more closely we soon see that this is not a question of 
an objection but of a field of research. In the first place it by 
no means follows that the mere addition of indifferently assorted 
facts continues to affect the truth value at all points. All things 
are not interconnected in the same way; there are fields, there are 
questions, that are relatively self-enclosed. If to some object situa- 
tions we continue to add new facts, we see that at a particular 
point the truth value actually no longer changes. And this has its 
own inner reasons. A Gestalt, a pattern, limits itself. Whereas in 
general the variation of a part demands the simultaneous variation 
of the other parts, this no longer follows, for example, when the 
variation takes place outside the boundaries and the field of the 
Gestalt. The question of establishing the boundaries of a Gestalt, 
as of a practical situation, is not a matter of choice but is subject to 
examination on grounds of being correct or incorrect, logical or 
illogical. 

Moreover, if there are situations in which what we have here 
discussed is questionable, we should not permit our vision to be 
obscured for that reason. The cases of tF that actually occur are 
often entirely unequivocal. 

I mention a special case. It happens that in a fight between two 
parties, the way out is found in this form: for each party his own 
point of view is immediately relevant, it seems impossible to 


' 4 
bridge the differences in outlook, we have at first » im the one 
a 


case and 





a in the other; the parties are starkly opposed. We find 


; a , 7 
the solution b the common solution that takes into account 
abc 


the viewpoints of both instead of doing violence to one by the 
other. 

The form of this mode of solution touches questions of domina- 
tion by the individual social and cultural milieu in the latest dis- 
cussions on the theory of truth. 

Here I should like to include a few more simple examples illus- 
trative of the principal theoretical points. 
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(1) Note these two musical motifs: 





Corresponding to the motif at the left, assume the continuation in 
D flat major; at the right the continuation in D minor. Such a con- 
tinuation is not absolutely necessary, however. 

Someone may say that the first two tones and the first interval 
of the second motif are the same as in the first motif. That is 
true, for the piano. The musician replies that you have completely 
failed to understand. In the motif at the right it is a diminished 
fourth, the motif at the left a major third; the second tone at the 
left is the tonic, at the right the passing-note. And it would be 
false, illogical, if the second tone in the motif at the right were 
to be written as D flat. If we fail to hear the tones as different in 
these different combinations then we have understood absolutely 
nothing of what is involved in these motifs.1 And actually the 
singer, the violinist, often intones quite differently in these two 
instances. 

Here we have our example if we confine ourselves to the motif 
on the right and the listener takes the first two tones in isolation, 
really abstracts them, blindly unconscious as to the role, the func- 
tion, they have in their whole (tF). 

(2) Take several members in a mathematical series. A for- 
mula is thought out; and it becomes evident then how the formula 
and the serial structure and the variability are entirely different 
if the further development of the series is taken into consideration. 
Or we have a mathematical series. We characterize it by a particu- 
lar formula, blind as to which member it is of a family of curves. 

(3) Or the engineer discovers in his measurements that he has 
a straight line. Measurements taken in other subsections show that 
he is dealing not with a straight line, but with the asymptote of a 
hyperbola. 


* Cf. examples in the Zeitschrift fiir Psychologie, vol. cxxix (1933), p. 353 ff. 
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Another step is indicated if we consider now in all its relevances 
the earlier remark following the tF examples. All the “data” may 
be given in sum, all the tones of a melody, all the members of a 
series—nothing omitted, accordingly, from the sum of the data. 
And yet nothing may have been grasped. What is really involved 
may not have been seen at all in these cases in which the sum of 
the data is present as the sum of individual pieces or fragments; 
and this in spite of the fact that all the single relations may also 
have been given in sum. In addition to the tF and tT, we have 
the t(?). 

Someone makes a serious request, “Tell me the truth about 
this.” The answer may contain many facts that are individually 
valid and can leave the questioner entirely ignorant. I have failed 
to understand, to grasp, if I know everything as a sum, if I have 
not grasped the inner connections of the whole, the inner deter- 
mining principles, if the individual data are not present as parts, 
transparent, determined as parts. Here too we have to deal with 
concrete problems, with the problem of grasping what is really 
involved in the transition to what is understood from what is not 
understood. The same kind of understanding is necessary in order 
to make a reasonable prediction. 


I should like briefly to indicate a second poini here. The classi- 
cal view, according to which truth and falsehood are qualities of 
propositions or assertions, seems to limit the meaning of truth 
and falsehood artificially. It is not only and primarily a question 
of what anyone says or states. Truth and falsity, indeed under- 
standing, is not necessarily something purely intellectual, remote 
from feelings and attitudes. In many of the previous examples the 
most important thing is not the statement but the whole position, 
a man’s attitude toward the thing itself. It is in the total conduct 
of men rather than in their statements that truth or falsehood 
lives, more in what a man does, in his real reaction to other men 
and to things, in his will to do them justice, to live at one with 
them. Here lies the inner connection between truth and justice. 
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In the realm of behavior and action, the problem recurs as to the 
- difference between piece and part. 


Science is rooted in the will to truth. 

If it is clear that science demands not only scrupulous fidelity 
to facts, however indispensable, but that it demands more—what 
we have here indicated by T; if decisions on this basis are reached 
with greater difficulty; if in certain scientific fields definite de- 
cisions are at present impossible for technical or for fundamental 
theoretical reasons; all these considerations can not weaken the 
claims of truth. Indeed the responsibility of the scientist increases 
with his difficulties, the demand grows for unswerving determina- 
tion in the search for truth, for that relationship to the things 
themselves that means to do them justice, and wills the truth un- 
tainted by wishes or commands. 

Such is the real origin of the claims of science to free discussion: 
in the interests of safeguarding scrupulous fidelity to facts, in the 
attitude of every scientific worker toward his work, in his readi- 
ness for the most exacting proof of his theses. A conception is too 
easily influenced by will or by wish, too easily becomes instead of 
the object of research an idol, an end in itself. And even if we sup- 
pose that science should function in the service of life, we must 
beware lest the instrument corrupt itself. It is of no little impor- 
tance to preserve in its purity the instrument that is the search 
for truth. 


But the stake is not the instrument; it is man himself. 














MAX WEBER’S METHODOLOGY’ 


BY ALBERT SALOMON 
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I 


Because of their unusual range the writings of Max Weber seem 
disparate and lacking in unity. His early treatises on the history of 
commercial and Roman agrarian law were followed by an analysis 
of contemporary problems of agrarian politics in East Germany. A 
passing interest in banking legislation and banking politics gave 
way in turn to active participation in the movements that centered 
around the opening of the Evangelisch-Sozialer Kongress and the 
early political activities of Friedrich Naumann. After an illness 
which incapacitated him for five years he turned his attention to an 
altogether new field of inquiry, and during the remainder of his 
life was preoccupied with the epistemological problems of the 
empiric historical and social sciences, slowly evolving the meth- 
odological principles of his formal system of sociology. At the same 
time he began his historical works on the economic ethic of 
Protestantism, which were not designated as a “sociology of reli- 
gion” until the final stages of composition. In the meantime there 
had appeared in the third edition of the Handworterbuch der 
Staatswissenschaften his article dealing with agrarian conditions in 
antiquity, which was in effect a comprehensive analysis in sociologi- 
cal terms of the ancient world viewed from the perspective of the 
crucial social problems of the immediate present. 

His various administrative and editorial connections in the 
scholarly world involved him in numerous occasional works, such 
as the report on the nature of the social system in primitive Ger- 
many, the methodological introduction to a joint research project 
sponsored by the Verein fiir Sozialpolitik on the problems of selec- 
tion and adaptation (Berufswahl und Berufsschicksal der Arbeiter- 
schaft der geschlossenen Grossindustrie), and in connection with 


+ This is the first of a series of three articles on Max Weber by Albert Salomon, 
which will appear in Social Research.—The Editors 


Srasy Cee Bee are 


wt 








148 SOCIAL RESEARCH 


the latter the work on the psycho-physics of industrial labor. His 
essays on Prussian legislation. in regard to entail reveal his intense 
interest in those problems of East German colonization which he 
had dealt with in his youth. His activities as editor of the Archiv 
fiir Sozialwissenschaft und Sozialpolitik and his participation in 
the founding of the German Gesellschaft fiir Soziologie continu- 
ally brought him to grips with new factual and methodological 
problems relating to the social sciences. In the period after 1908 
he resumed his earlier studies in the field of religious sociology, 
enlarging the scope of his inquiry to include the Asiatic world 
religions and ancient Judaism. At the same time, as co-editor of a 
new collective work, the Grundriss fiir Sozialédkonomik, he 
sketched the preliminary outlines for a comprehensive sociological 
treatise on Wirtschaft und Gesellschaft. During the war he wrote 
a series of political pamphlets and essays; he also contributed heav- 
ily to the discussion of the democratic and parliamentary features 
of the new German constitution. 

Confronted with writings of such phenomenal range and diver- 
sity, the student of Max Weber’s work is apt to be bewildered in 
his search for some underlying and integrating principle. Even 
among Weber’s closest intellectual associates there has been 
marked difference of opinion as to the essential trend and emphasis 
of his heterogeneous writings. Ernst Troeltsch, for example, in his 
“In Memoriam” tribute declared that Weber, for all his im- 
pressive work as a scientific thinker, was at heart a statesman who 
had assumed the responsibilities of political leadership out of a 
sense of service to his countrymen. On the other hand, and with far 
more justification, Jaspers insisted that Weber was primarily a 
philosopher, in fact the only philosopher of his age. Provided the 
term be understood in the sense in which it was used by the pre- 
Socratic schools in Greece, as the man who is swayed by an inner 
compulsion to grasp the meaning of life and to impart this secret 
to his fellow citizens, then Weber was unquestionably a philos- 
opher: akin in spirit to the cryptic Heraclitus. 

At the very outset of his career Weber formulated the premises 
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and objectives of his scientific work. His inaugural address, deliv- 
ered at Freiburg in 1895 under the title ‘““Der Nationalstaat und die 
Volkswirtschaftspolitik,” offered a precise analysis of the state of 
science and politics at the moment when he first entered the lists 
as an active participant. Two years earlier he had made a sys- 
tematic study of the various types of agricultural labor existing in 
Germany, and the next year in connection with his research for 
the Verein fiir Sozialpolitik had analyzed the basic changes that 
were taking place among the agricultural laborers of East Elbe. 
The remarkable wealth of observation, no less than the penetrat- 
ing interpretation, displayed in this analysis won the acclaim of 
Knapp: ‘““The predominant feeling aroused by this work is the 
sense that our knowledge is antiquated and that we must begin to 
learn all over again.”’ Both pieces of research were combined in the 
inaugural address of 1895, which in addition extended the analysis 
to include the analogous situation in West Prussia. 

According to Weber’s analysis, the Gutsherrschaften' of East 
Elbe had not benefited as a result of the general transition to full 
capitalism (Hochkapitalismus). The cultivation of beets and the 
more widespread use of agricultural machinery were merely the 
technical manifestations of the radical economic transformation 
which with undiminishing force was disrupting the traditional 
rural system of agrarian labor hitherto prevailing among the 
Instleute.2 These agricultural laborers, accustomed to identifying 
their own interests with the profits and prosperity accruing to the 
Gutsherrschaft economy, were being displaced, as a result of the 
shift to a money economy, by cheaper wage workers from Poland 
and Russia and in the process being reduced to a proletarian level. 
For the first time there emerged a class antagonism between the 
owner of the manor and the agricultural laborer. Similarly in West 


*A form of manorial system developed in Northeast Germany, under which the 
peasants rendered services to the lord in return for their land.—The Editors 

* Agricultural laborers on the large estates in the eastern provinces of Prussia. 
Engaged with their families for a long term of service, they are paid partly in 
money, partly in kind, and in addition are allowed to cultivate a piece of land be- 
longing to the estate.— The Editors 
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Prussia, the disappearance of the German day laborers from the 
more fertile estates was paralleled by an increase in the number of 
Poles to be found in the villages of less fertile estates. 

Whether from an economic, a social or a political point of view, 
this transformation was of primary significance. It not only re- 
vealed the penetration of rationalistic, capitalistic forms of enter- 
prise into the rural economy, but at the same time furnished 
disturbing proof of the ability of comparatively backward groups 
like the migratory laborers from Poland to displace the more ad- 
vanced Germans. It indicated further that the migration of the 
German peasants to the cities was inspired less by the allurements 
of urban civilization than by their own craving for independence. 
From the political angle the transformation was doubly signifi- 
cant: the presence of large groups of Slavic immigrants was a dis- 
tinct liability from the point of view of the military defense of 
eastern Germany; and in the second place the position of domi- 
nance in Prussia was transferred into the hands of commercially 
minded entrepreneurs at a time when new forces and new meth- 
ods were needed in the task of political renovation. 

In interpreting the broader significance of this economic revo- 
lution in eastern Germany, Weber brought to bear a rich his- 
torical perspective. At a time when his intellectual contemporaries 
were evading the entire subject, he forcefully pointed out the 
tragedy which was implicit in the incompleted work of Bismarck. 
While “the Iron Chancellor” had erected the framework of a new 
and unified nation-state, the foundations on which the political 
edifice rested had been undermined by the economic currents re- 
leased in the course of the transition to Hochkapitalismus. And 
neither Bismarck nor the Prussian Junkers had been endowed 
with the insight or the political resourcefulness to cope with the 
new problem. Disheartened by the tragic situation confronting the 
nation, Weber ruminated on the question as to which social class 
was destined to assume the political leadership of the future. But 
as he turned successively to the “satiated” economic groups which 
comprised the upper minority, and then to the petty bourgeoisie, 
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and finally to the proletariat, he was unable to detect in any of 
them even the rudiments of a capacity for political leadership. 

“The disturbing element in the situation which confronts us is 
that while the bourgeois classes as bearers of the power interests of 
the nation seem to be withering, there is no evidence to indicate 
that the working classes are in any sense qualified to replace them. 
. . . In our cradles we were visited with the most grievous curse 
that history can impose upon a generation: the cruel fate of being 
political epigoni.” 

Weber’s saturnine views as to the lamentable state of contem- 
porary affairs in Germany had a great deal to do with determining 
his premises regarding the proper content of political economy. In 
defining the scope and essential emphasis of the new discipline, 
’ which he designated as Volkswirtschaftspolitik, he maintained that 
the misery of the masses, however intense, is a less compelling 
consideration in determining the ultimate aim of Volkswirtschafts- 
politik than is the responsibility felt toward history by the indi- 
vidual who sees his fellow countrymen in such a desperate state. 
For under such circumstances the political education of the nation 
must claim precedence over all other aims which Volkswirtschafts- 
politik or Volkswirtschaftslehre might set itself. 

“Alternately in this discipline the technical economic problem 
of the production of goods, and the problem of the distribution of 
goods, that is to say the problem of social justice, have been played 
up as the true criteria of value . . . and above both has towered, 
time and again, the realization that a science dealing with man, 
and such is the case with political economy, must focus on the 
nature of man as bred out of the economic environment in which 
he lives.” 

Thus it was that the immediate political situation which Weber 
came into contact with at the outset of his intellectual career was 
responsible for his selection of the criteria of value which should 
be observed in the analysis of economic and social-political activ- 
ity. In his general approach Weber set himself squarely against the 
historical school of national economy and the Socialists of the 
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Chair (Katheder-Sozialisten), who maintained that it was possible 
to derive from the economy itself the norms necessary for the or- 
dering of the social process. But however strongly Weber’s intel- 
lectual system may have been conditioned by the broader situation 
of the moment in Germany, its epistemological foundations must 
be correlated with his own individual personality. For the pe- 
culiarity of his political economy lies in the fact that it is concerned 
not with laws of economics, nor with the homo economicus, but 
with the concrete personality of man as it manifests itself in a 
particular historical situation. This type of approach is followed 
through not only in the various categories of political economy 
but to an equal degree in the categories of all cultural and intellec- 
tual history, where it might prove most pertinent. But whereas 
cultural history by maximizing the objective impersonal forces at 
play tends to blot out the individual except as a strand in a larger 
pattern of culture; and whereas intellectual history is concerned 
with man only from its own specialized angle; the science of society 
as formulated by Weber threw its crucial emphasis on the problem 
of laying bare the qualitative existence of the concrete historical 
individual living under a particular set of economic and social 
conditions. 

By “qualitative existence” Weber meant an existence which is 
capable of developing for itself some inner meaning and signifi- 
cance. Meaning and significance attach to an existence when the 
individual is accorded respect in the social world, or, on a more 
spiritual and intellectual plane, derives his sense of worthiness 
from the consciousness of being a participant in some Sinnzusam- 
menhang, that is, in some scheme of things that is purposive. 
Without some kind of freedom qualitative existence is, for Weber, 
impossible; and since this conception of freedom with its obvious 
connotations from existential philosophy is the fundamental basis 
of Weber’s sociology, certain metaphysical overtones are to be 
detected. 


But in the particular form in which Weber worked out his sci- 
ence of society the chief burden of emphasis is on the interplay 
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between this original metaphysical consciousness and the environ- 
mental forces with which it is thrown into contact. In the modern 
setting ideals of human freedom find themselves confronted with 
a capitalistic society, which in all of its spheres is saturated with 
rationalism. The clash between ideal standards and concrete reali- 
ties posed the crucial question of Weber’s sociological inquiries, 
namely, how man—that is, man conceived as molded by the 
passions and tensions of a lofty human soul—sstill finds a place for 
himself in the modern world. This is Weber’s philosophical point 
of departure, as articulated in the inaugural address delivered at 
Freiburg in 1895 and as expressed time after time in his subse- 
quent writings. It was of the utmost significance in the formulation 
of his interpretative sociology (verstehende Soziologie). 


II 


The existential philosophy which supplied Weber with his initial 
premises found its logically developed culmination in the body of 
works dealing with the theory of science, which constitute one of 
the most important inquiries into the problems of empiric cultural 
sciences during the final third of the nineteenth century in Ger- 
many. These works, which by 1900 had come to be accepted as the 
most authoritative statement in the field of epistemology, are in- 
dispensable to an understanding of Weber’s sociology. 

Along with Dilthey, Simmel, Windelband and Rickert, Weber 
set out to transform the historical and social sciences into empiric, 
scientific disciplines. These several undertakings, although they 
proceeded from quite different philosophical premises, had in 
common a lofty earnestness of purpose. From one point of view 
they may be said to have emerged in response to the void caused 
by the collapse of the traditional metaphysical systems, particu- 
larly the Hegelian, which had exerted an influence en the intel- 
lectual and moral sciences (Geisteswissenschaften'), even in their 
formulation of concepts. From another point of view they may be 


See article, “Geisteswissenschaften,” in Encyclopaedia of the Social Sciences, vol. 
vi (New York 1931). —: The Editors 
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said to have arisen as a counter-offensive against the encroachments 
of the natural sciences. Scientific laws and mathematical relation- 
ships which had produced such fruitful results in the field of 
natural science were threatening to subject the Geisteswissen- 
schaften to a methodological apparatus which was altogether alien 
and unsuited to types of inquiry where intellectual and moral 
values were involved. In the face of the widespread contention that 
the Geisteswissenschaften could not aspire to the status of real 
science except in so far as they took over the methods of the natural 
sciences, Wilhelm Dilthey set himself the ambitious task of re- 
constituting the suspect disciplines on a new psychological basis 
compounded of experience and understanding (Verstehen) and 
built up in strictly intellectual and moral terms, without recourse 
to irrelevancies borrowed from the natural sciences. In conception 
Dilthey’s pioneer efforts were titanic, propelled as they were by his 
personal sense of despair at the spectacle of spiritual and intellec- 
tual disintegration from which western European culture was suf- 
fering; in their total effect, however, they were abortive, in the 
sense that from Dilthey’s philosophical premises it was not feasible 
to derive a sure methodological foundation for the individual sci- 
ences which dealt with intellectual and moral relationships. Al- 
though on occasion Weber engaged in critical tilts with Dilthey 
and his school, he remained well outside their influence. He was 
far more indebted to Rickert, who in his systematic formulations 
as to the different methods pursued by the natural sciences and the 
Geisteswissenschaften in the building of concepts, supplied the 
key for much of Weber’s own work of this type in the field of social 
sciences. This indebtedness Weber explicitly recognized when he 
said that he conceived his own task as that of proving the applicabil- 
ity of Rickert’s theses to sociological inquiry. 

The heated controversy over the epistemological foundations 
of science bulked as large in the social sciences as elsewhere. It was 
a particularly acrimonious point of controversy as to whether po- 
litical economy was a natural science or a Geisteswissenschaft. 
Even the leaders of the historical school of economics insisted that 
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it was their task to discover the natural laws of human activity 
without going beyond the economy itself, and from these laws to 
derive reality. In his own peculiar way Roscher had built up his 
conceptual system with elements of positive Christian piety, an 
organismic theory of recurring cycles and certain extracts from 
Hegelian logic. Weber in his scientific-logical writings tried to 
get at the bottom of the question as to whether it is justifiable to 


consider historical and social scientific disciplines as really coming 


under the head of science. His works on Roscher and Knies 
pointed out those metaphysical elements in their concept building 
which stood in the way of a strictly empiric social science. In build- 
ing their concepts both of these outstanding exponents of the his- 
torical school of economics revealed, according to Weber, 
unmistakable traces of the emanatistic logic of Hegel, and in the 
significance which they attached to certain ideas of free will and 
irrationality, their metaphysical attachments became all too ob- 
vious. Since Weber’s trenchant attack upon the metaphysical pre- 
conceptions of the historical school’ is of the utmost significance as 
revealing his initial position, a few citations therefrom should 
prove illuminating: 

“One encounters in them again and again the unpredictability 
of personal behavior, which is a consequence of freedom, inter- 
preted, either explicitly or implicitly, as a peculiar dignity of man 
and therefore of history, while the creative significance of the per- 
sonality in action is contrasted with the mechanical causality gov- 
erning the processes of Nature.’ . . . At the bottom of these state- 
ments, all of which elevate the ars ignorandi caveat to the dignity 
of a central methodological principle, there is to be found the 
strange premise that the value of a science, or of its subject matter, 
corresponds to those very things we cannot know about it in the 
concrete or the general. If this were so the distinguishing character- 
istic of human behavior would be that it was incapable of being ex- 
plained and, consequently, of being understood.’ 


* Weber cites examples from Hinneberg, Meinecke, Treitschke. 
* Weber, Max, Aufsdtze zur Wissenschaftslehre (Tiibingen 1925), p. 46. 
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“The ‘freer’ the decision to act—that is, the more this decision 
is a response to its ‘own’ reflections rather than to ‘external pres- 
sures or irresistible effects\—the more completely, ceteris paribus, 
the motivations involved in the decision may be fitted into the 
categories, end and means; so much the more adequate will be the 
rational analysis of these motivations and under given conditions 
their integration into a scheme of rational activity; all the greater 
therefore is the role which . . . monological knowledge plays, and 
all the more fixed is the relationship between the former and the 
means . . . but the greater the freedom of action—that is, the 
further removed from the processes of nature—the more there 
comes into play, finally, the conception of a personality that finds 
self-realization in the constant attunement of its inner being to 
certain ultimate values and life meanings; through the medium of 
an action these values and meanings are transformed into aims and 
purposes, and in the process this action becomes teleological and 
rational. Consequently there is less and less place for the romantic- 
naturalistic conception of personality which, proceeding in the 
opposite direction, searches out the ethos of the personality in the 
dank, fallow subsoil of human, or rather animal, life. From such 
romantic obscurantism, with its indiscriminate attempts to im- 
mure the freedom of the will in the dark recesses of the natural 
world, emanates that mystery of personality as invoked occasion- 
ally by Treitschke and more frequently by many of his fellow 
romantics. For the purposes of historical analysis human person- 
ality is not a mystery; on the contrary it is the one and only ‘com- 
prehensible’ which can be explained. Under no circumstances— 
even where the possibility of rational explanation ceases—are 
human actions and conduct more irrational . . . than is each and 
every individual process as such. But these actions and conduct 
are raised far above the irrationality of the purely natural in all 
cases where rational interpretation is possible.” 

These statements are thoroughly characteristic of the basic set 
of premises from which Weber proceeded in his scientific-logical 


1Ibid., p. 132. 
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studies. From the attack on the romantic irrationalism of German 
historiography there emerged not only a definite conception of 
man but at the same time a sense as to what phases of the human 
personality are legitimate objects of scientific analysis and inter- 
pretation. The historian and the social scientist discovers man in 
given objective situations, in which he plays either an active or a 
passive role. How he conducts himself is determined on the one 
hand by his interests, his sets of values and his decisions; on the 
other, by the impersonal factors in the given situation. What he 
does and what he tolerates is built up around his definite concrete 
evaluations and aims, be they on a material or an ideal plane. 
Since therefore the behavior and conduct of the human being is 
oriented in terms of motives which lend themselves to explanation 
and comprehension, the personality, by reason of the fact that it is 
inextricably set in this particular context of meanings and aims, 
becomes an object of rational inquiry. 

This penetrating criticism of the epistemological principles of 
the historical school of economics could not have been made with- 
out a clearly formulated set of premises as to the boundaries and 
limitations of an empiric social science, that is, of a social science 
freed from metaphysical and dogmatic entanglements. Weber as- 
sumed at the outset that no individual science is capable of fur- 
nishing an authentic “copy” of reality. The utmost that can be 
accomplished by such sciences, either in the historical or the social 
disciplines, is, through reasoned thought, to bring order into the 
world of reality, which is in a state of ceaseless flux. The principles 
of classification, by which this order is to be achieved, can not, 
however, draw upon reality, but must be imposed by the scientist 
himself. 

Where does the scientist who engages in such inquiries derive 
his methodological principles? Weber answers, from his existence 
as a participant in the culture. In so far as he feels that his own 
life has meaning—that is, conducts his life according to a set of 
ultimate values—he becomes interested in those elements of real- 
ity which have a bearing on these values. Thus from the infinite 
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manifold confronting him particular features emerge as significant 
and calling for investigation. Moreover, according to Weber, “the 
set of values, to which the scientist relates the subjects of inquiry, 
may determine his conception (Auffassung) of an entire cultural 
epoch, not only establishing which phenomena are of value but 
also distinguishing between those which have significance and 
those which do not—between the ‘important’ and the ‘unimpor- 
tant’.’”"? Thus, for example, whereas Jacob Burckhardt, proceeding 
from the ideal conception of an aristocratic-aesthetic man, empha- 
sized those tendencies in the Renaissance which served to sub- 
stantiate his particular set of inner values, later historians threw 
their emphasis upon those features of Renaissance culture which 
were equally characteristic of the Middle Ages. 

From the very outset of his scholarly career Weber held that in 
his evaluation of social structures the crucial consideration was 
the question of “the particular human type to which these struc- 
tures, whether through external or internal (motive) selection, 
offered the optimal chance of gaining the ascendancy.” With the 
aid of this practical-ethical criterion he chose from the reality of 
his time, as well as from the historical process which had led to it, 
the elements which from this point of view are most significant, or, 
to use the terminology of Rickert, “related to value” (wertbezo- 
gen). These elements he found primarily in the forces of the cap- 
italistic system and in the rationalism which pervaded all spheres 
of life. Of course it is possible to imagine epochs in which these 
value relationships become utterly devoid of significance and dis- 
appear as fields of scientific inquiry, making way for some new or 
revived approach to reality. For in its flow to unknown ends the 
stream of the historical-social world assumes ever new configura- 
tions, creating in turn new perspectives from which to examine the 
infinite multiplicity of motivation-patterns and the interweaving 
of man’s efforts to order his life: ever new interrelationships are 
discovered which lie outside the ken of other epochs, whether of 
the past or the future. 


1 Ibid., p. 182. 
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In spite of the fact that, thus conceived, the starting point of 
knowledge is both subjective and ephemeral, empiric sciences of 
reality can not, according to Weber, proceed from any other. What 
is required to make them sciences in the true sense of the word? 
“Only what is explained in terms of causality,” replies Weber, “‘is 
scientifically worked out.” All meaningful human activity and 
conduct can be causally explained. As already noted, meaning for 
Weber is “‘subjectively intended meaning” (subjectiv gemeinter 
Sinn), not objective, metaphysical meaning. Regarding the latter 
the individual sciences have nothing to say. Instead they must 
understand meaning as being imposed on reality by man through 
his attempts to orient his life in terms of realizing those purposes, 
values and aims which seem to him valuable. Reality, so inter- 
preted, is the process of creating meaning, and the science of real- 
ity therefore is the understanding of such meaning patterns (Sinn- 
zusammenhang). For a social science which aspires to be a science 
of reality, Weber prescribes three objectives: first, it must under- 
stand the peculiarities of the historical and social present; second, 
furnish an interpretation (Wertinterpretation) of the interrela- 
tionships between the component elements and of their signifi- 
cance for the culture; and, finally, understand, by a process of 
causal interpretation, why its essential elements have come about 
in the particular way they have rather than in some alternative 
way. 

To Weber understanding is synonymous with the discovery of 
causal interrelationships, or in other words with the imputation 
(Zurechnung) of concrete results to concrete causes. This is the 
essence of the scientific method and must be recognized as such 
even by those who have a radically different emotional and intel- 
lectual make up. For it is not essential to accept the particular val- 
ues which happen to be assumed. The only sine qua non of the 
scientific approach is the rational acceptance of the truth that these 
premises, if true, must unfold along one line and only one line and 
must lead to one precise imputation and to no other. 


*Ibid., pp. 170-1. 
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This particular type of causal analysis constituted for Weber 
the essential characteristic of the social sciences. ““The question of 
causality, where the individuality of a phenomenon is involved, is 
a question involving not laws, but concrete causal interrelation- 
ships; not a question of the category under which the phenomenon 
should be subsumed, but a question of the individual concatena- 
tion (Konstellation) which must have caused it: it is a question of 
imputation.”? From a methodological point of view social sciences 
are distinguished from natural sciences by the fact that whereas for 
the latter the formulation of laws on the basis of classified facts is 
the end goal of knowledge, for the former, by reason of their pre- 
occupation with individual patterns of concatenation, the general 
laws and norms of causal sequence are merely a means to under- 
standing. As Weber points out, such general laws and norms are 
indispensable for concrete imputation in the understanding of 
reality. ‘““Imputation can not be understood without a knowledge 
of the regularity of causal interrelationships.”? 

Such regularities can not be deduced from concepts. They are 
rules of experience which, given a certain set of conditions or ob- 
jectives, construct in a rationally adequate manner a typical course 
of action. Practical activities of all kinds are undertaken on the 
presupposition that under a given set of circumstances certain 
causal sequences can be taken more or less for granted. The mili- 
tary chief of staff, for example, with the knowledge he possesses of 
the general strategic situation at the moment and of the objectives 
the enemy is aiming at, can visualize what course of action his 
antagonist must follow if he seeks to achieve these objectives. This 
same type of causal calculation is normally resorted to likewise in 
all political and economic pursuits as a means of anticipating a 
course of action. 

In the logical construction of its laws economic science affords 
the classic example of adequately erected causal interrelationships 
which under given conditions, as for example a money economy, 


1 [bid., p. 178. 
* Ibid., p. 179. 
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and with given objectives, as for example profit making, can pro- 
ceed in only one rational manner. “All economic laws are causal 
interrelationships expressed as rules which are adequate for the 
interrelationships.”! In such cases the category of objective pos- 
sibility is valid; that is, by proceeding according to the rules of 
experience and by constructing these ruies in the proper rational 
way it is possible that events will transpire in conformity with the 
rules. These constructions are not hypotheses but merely aids 
toward forming hypotheses. They provide no copy of the real 
world, being technically constructed concepts, intended merely to 
serve as fixed points of reference for measuring the extent of the 
divergence therefrom of the individual imputations. Such con- 
ceptual constructs are called by Weber “ideal types.” 

In the social and historical sciences these ideal types are the 
logical approaches to reality, in the sense that Weber conceives 
the function of the empiric sciences of reality as that of bringing 
order into the empiric world through the power of thought. The 
ideal type—as for example city-economy, capitalism, imperialism, 
feudalism—is, to quote Weber, in the nature of ‘“‘an ideal bound- 
ary concept, by reference to which reality is measured with a view 
to clarifying certain significant phases of its empiric makeup; an 
ideal concept with which reality is compared. Such concepts are 
creations, in which we construct interrelationships by drawing 
upon the category of objective possibility.’ 

Such “genetic concepts” are constructed from elements of real- 
ity in the intellectual and religious sphere as well as in the political 
and social, resulting in such ideal types as Christianity, liberalism, 
socialism and the like. Although the construction of ideal types be- 
comes progressively more difficult as the content of these concepts 
comes to coincide with the ideals and norms by which the investi- 
gator regulates his own personal conduct, they are not, however, 
to be dispensed with in the analysis of intellectual movements and 
religious trends. Their value as aids toward comprehending con- 


*Ibid., p. 179. 
*Ibid., p. 194. 
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crete causal relationships consists in the fact that, provided they are 
constructed purposefully, they serve to enhance the clarity and 
incisiveness with which individual causes are imputed. For the 
actual motivations in a particular case and the individual processes 
of causation are far less elusive when the divergence in each in- 
stance is measured from a fictitious ideal type than when an imme- 
diate and direct interpretation is relied on. 

The discovery of the ideal type opened the way to a strenuous 
offensive against conceptual realism in all its forms, engendering 
an intense and conscious resistance against the distortion of the 
true understanding of reality through the attempts to derive it 
from the reality of concepts. Scientific insight into the structure of 
the applied means and of the technical processes of understanding 
and into the precise delimitation as between concept of reality and 
reality itself requires a highly perfected scientific and intellectual 
discipline and at the same time a clear distinction between scien- 
tific construct and subject of investigation. But this self-awareness 
is linked also with a particular climate of opinion in which all 
types of metaphysical no less than religious and theological stand- 
ards and norms were being abandoned. Only rarely is the mind 
afforded such a clear and penetrating glimpse of the conditions, 
limitations and potentialities under which it operates. And only a 
man of the extraordinary intellectual power and spiritual majesty 
of Max Weber would have had the capacity to articulate in endur- 
ing form such an instant of spiritual awareness. His struggles to 
free scientific methodology from value judgments throw a flood of 
light upon the intellectual milieu in which the new scientific the- 
ories were first evolved. 

More than in the case of any other branch of science, the social 
sciences from their earliest days had dealt with questions of prac- 
tical politics and of organized social life. They were forced to pass 
judgment on measures of statecraft, legislative actions and political 
decisions. The criteria which governed these judgments were not 
questioned so long as the aims of the state in whose services the 
economic sciences had originated were generally recognized and 
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accepted. And when these sciences had abandoned their practical 
functions, the possibility of a dichotomy between value judgments 
and empiric analysis of reality was precluded by two sets of prem- 
ises: the first, which held that inasmuch as economic and social 
evolution proceeds according to the laws of nature, being and value 
are identical; and the second, which held that inasmuch as a single 
principle of evolution governs economic reality, the genetic and 
the normative are one. | 

The historical school of economics and the Socialists of the Chair 
were the first to try to discover immanent moral judgments in the 
process of economic unfolding and to establish in scientific terms 
a basis for the just ordering of social and economic institutions. 
Moreover, according to Schmoller, there existed, despite national 
boundaries and the diversity of religious customs, a general agree- 
ment in all periods and among all peoples as to the nature of social 
justice. He was also inclined to assume the identity of ethical and 
cultural values. Against this naive saddling of the social sciences 
with ultimate values, which their exponents professed to discover 
in and to deduce from science, Weber bluntly retorted that under 
no circumstances can the investigation of reality and the work of 
the sciences of reality substantiate ideals, evaluations and norms in 
scientific terms. 

With deadly earnestness he repeatedly pointed out the extreme 
seriousness of the spiritual dilemma which was at hand: “It is 
the fate of a cultural epoch which has eaten of the tree of knowl- 
edge to be aware that however completely we may investigate his- 
tory we can not read its real meaning, and that we must be content 
therefore to create our own sense of history; that our Weltan- 
schauung can never be the product of the progressive knowledge 
of experience, and that thus the highest ideals and those which 
move us most deeply, work themselves out permanently only 
through conflict with rival ideals which are quite as sacred to 
other individuals as ours are to us.”? Time after time he set out 


*Ibid., p. 148. 
*Ibid., p. 154. 
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with the greatest vehemence to proclaim and bring about a com- 
plete divorce beiween the empiric sciences and practical ideals. 
‘“‘We know no ideals which can be demonstrated in scientific terms. 
To be sure, it is only the more arduous a task to draw them from 
one’s own breast in a period of culture which is so subjective. 
But we have no fool’s paradise and no streets of gold to offer, 
either in this world or the next, either in thought or in action; 
and it is a stigma of our dignity as men that the peace of our souls 
shall never be as great as the peace of him who dreams of such 
a paradise.’ 

The scientific labors involved in the rational knowledge, expla- 
nation and understanding of nature and of society had drawn one 
after another of the realms of the divine order into the cold light 
of causal and mathematical analysis and had robbed the world of 
the security hitherto afforded by the idea of universal creation. 
This intellectual rationalization was accompanied by the disinte- 
gration of the Christian ethic which for almost two thousand years 
had been accepted throughout the Occident as the ultimate norm 
of human conduct. In its place there appeared a multitude of 
value-claims and sets of norms: old scales of values crumbled and 
new ones were set up. The situation had come to pass which Dilthey 
anticipated on his seventieth birthday. Casting about sorrowfully 
for intellectual means whereby he might transcend the dilemma, 
he asked: ‘““Where are to be found the instruments for surmount- 
ing the spiritual chaos which threatens to engulf us?” 

Weber would have replied that such instruments do not exist. 
His silence regarding the role of philosophy in his own age should 
most probably be interpreted as an indication of his belief that 
in such an intellectual dilemma the value of a philosophy which 
aspires to be more than epistemology is highly problematical. 
Empirical sciences, on the other hand, at such a juncture of in- 
tellectual history are in a particularly advantageous position—by 
reason of the fact that being free from all deeply rooted and 
axiomatic religious and metaphysical traditions they are conscious 


1 Weber, Max, Aufsdtze zur Soziologie und Sozialpolitik ,Tiibingen 1924), p. 420- 
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of the subjective nature of their evaluations—to gaze upon un- 
adorned reality in a way denied to epochs which enjoy security 
and the sense of a meaning in life. Therefore Weber was rightfully 
acclaimed as the philosopher of the time and his interpretative 
sociology as the empiric presentation and adequate expression of 
the prevailing metaphysical sterility and religious apathy. Follow- 
ing the empiric approach to reality Weber perceived a manifold 
of values, discrete and mutually exclusive, at least in their sig- 
nificance. Values of life; erotic, political and artistic values; the 
precepts of the Sermon on the Mount: all these sets of values are 
in a state of relentless strife with one another—as deadly as the 
conflict ‘between God and devil.” 

Weber repeatedly emphasized the tension between political and 
ethical decisions. In his inaugural address he pointed out to the 
Socialists of the Chair that the man who is active in politics must 
place national ideals and realistic considerations of statecraft above 
ethical values; and throughout his later writings he revealed the 
divergence between norms of ethics and those of political activity. 
His investigations in the field of practical politics disclosed two 
contrasted types of ethical behavior: the one which emanates from 
inner convictions (Gesinnungsethik) and the one which is based 
on a sense of responsibility (Verantwortungsethik) . In the case of 
the former the individual is determined to realize his ethical 
ideals at any cost; loyalty in the service of these ultimate ideals is 
for him the criterion of his own integrity; nor is he given to ask- 
ing himself whether perchance his behavior may not discredit the 
ideal or at least seriously delay its fulfilment. In the second type 
the individual gauges the possible consequences of his action, 
ponders what effect it may have upon the ideal and searches dili- 
gently for an opportunity to make the ideal operative: for him, 
success is an ever relevant consideration. But the question of which 
of these alternative types of ethical behavior should be followed 
can not be determined on scientific grounds, or indeed in any ra- 
tional manner. 


All human activity collides incessantly with ultimate decisions 
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which in themselves can not be carried through. “In almost every 
single important decision by living beings, spheres of value cross 
and become interlaced. The leveling process of ‘every-day life,’ 
in the literal sense of that term, consists precisely in this, that the 
man who participates in it is not aware of this—in part psy- 
chologically, in part pragmatically conditioned—entanglement of 
mutually antagonistic values; and above all in the fact that he does 
not desire to be conscious that he is evading the choice between 
God and devil as well as his own final decision as to which of the 
colliding values is ruled over by the former, and which by the 
latter. Distasteful as it may be from the point of view of human 
self-assurance, the inevitable fruit of the tree of knowledge is 
nothing else than this: to be aware of these antagonisms and thus 
to be forced to see that every single important action no less than 
life in its entirety—provided it is not to drift along as a natural 
process but is to be consciously pursued—represents a concatena- 
tion of final decisions through which the soul, as conceived by 
Plato, chooses its own fate, that is to say selects the meaning of its 
existence and activity. Indeed the most egregious misapprehension 
which at recurring intervals has befallen the aims of those who 
have emphasized this collision of values is the characterization of 
such interpretations as ‘relativism.’ For a relativistic view of life 
proceeds from a diametrically opposite conception as to the rela- 
tionships between the various spheres of value and to be carried 
through intelligently in logical form calls for a very particularly 
contrived type of organismic metaphysics.’’? 

Nothing can show more clearly than this passage the meaning 
of the struggle which Weber carried on with such vehement in- 
tensity for the liberation of the sciences of reality from value judg- 
ments. The existential choice between God and devil is the only 
one which still ensures to man a sense of dignity. But for Weber a 
sense of dignity means man’s consciousness of being, in the midst 
of intellectual and religious chaos, the one and only stage for an 
activity which through the decisions it makes imbues existence 


1 Aufsdtze zur Wissenschaftslehre, pp. 469-70. 
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with an awareness of ultimate values. We confer meaning on life. 
And thus, as the truly disinherited sons of God, forced to struggle 
continuously in order to uphold this human dignity of ours, we 
find the guarantee of human existence only in the possibility of 
being able to determine our destiny through the agency of per- 
sonality which functions as a unit of practical decision. There is 
a kind of negative theology in this heroism. For the questions of 
why man proves true to himself, why these decisions between con- 
flicting values are so important, remain obscure; and Weber veils 
the question in silence. The meaning of this silence must be con- 
jectured with extreme caution. Even though the place of God re- 
mains vacant, all these decisions are in the last analysis meaningful 
only in so far as they serve absolute values. 

Does science lose its value because its tasks are thus limited and 
because it must foreswear all pretensions to erecting norms of 
practical and ethical conduct? Tolstoi would have characterized a 
science thus limited as meaningless, since it would offer no guid- 
ance as to how we should live. In this respect Weber’s mind, accus- 
tomed to think of the sense of moral responsibility as governing 
activity, saw more clearly and deeply. A science of reality, which 
deals with human activity, may not be able, it is true, to prescribe 
what we should do but it can make us more intelligently aware 
of what we want to do and, with particular ideals in mind, must 
want to do. For toward the understanding of human activity sci- 
ence is capable of determining: first, the appropriateness of the 
means in relation to the given end; second, the adequacy of the 
ends in relation to a given concatenation of working interrelation- 
ships; and, finally, the unintended consequences and by-products 
of every human action, or in other words the question as to what 
“the realization of a desired end will cost in terms of the pre- 
sumably inevitable destruction of other values.”? 

If the sciences are in a position thus to stimulate self-awareness 
and intellectual discipline, they are serving, according to Weber, 
moral forces. For they intensify the realization that all activity and 


*Ibid., p. 150. 
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non-activity invariably entails an alignment on the side of certain 
particular values, a repudiation of others.t Furthermore they may 
diffuse a clearer conception of what man must wish if he desires 
to realize particular ideals, or in other words the consequences 
which the realization of the ideal may have in the form of by- 
products which are often inconsistent with the ideals themselves. 
Thus for instance socialism, although it has set itself the ideal of 
establishing a realm of freedom, may conceivably discover that the 
only means whereby it can realize, and at the same time perpetuate, 
the ideal of a homogeneous community is by a set of institutions 
involving a complete abnegation of freedom. The sciences can 
likewise throw light upon the ultimate criteria of ideals and norms 
by which individuals are guided, and thus help us to live in more 
conscious attunement with those ideals. This consciousness is not 
an end in itself, however, but valuable only as a stimulus to action 
and decision. Therefore, in conclusion, the sciences may be said 
to be in the service of moral forces by reason of the fact that 
through the power of conscious responsibility they are able to 
elevate decisions from the dank and gross levels of being to the 
plane where Jacob wrestles with the angel, that is to say, to the 
realm of ultimate self-expression of the human personality which 
lights up the deepest recesses of existence. 


1 Ibid., p. 150. 
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REALISM VERSUS THE CONSTITUTION 


BY MAX ASCOLI 


Ir 1s not my intention to sum up the debate aroused by the so- 
called realistic school of jurisprudence; I: lack that special com- 
petence which comes from having grown up in the same atmos- 
phere as the protagonists of the debate. To foreigners who settle 
in a new country the temptation to play the role of the prophet 
is a very dangerous one, and yet there is little hope of avoiding 
this danger. With a clear consciousness of my shortcomings, I 
consider this article as an experiment in intellectual adjustment 
in a new country and in a new scientific atmosphere. 

I will not deal with the realistic school as a whole but almost 
exclusively with one of its most prominent representatives, Karl 
Llewellyn. He is the one who has led me near to an understanding 
and even to a liking of the realistic viewpoint; so near that I 
think I would have been captured if a recent essay by Llewellyn? 
had not broken the spell. My reaction to this essay is one of the 
two reasons for this article; the second reason is that I can think 
of few people with whom I should be so happy to collaborate in 
a polemic. 

What the realists want has been stated on several occasions by 
Llewellyn himself as well as by his colleagues in realism: they want 
to study what the law does rather than what the law says, they are 
interested in the realm of the factual Is more than in that of the 
moral or legal Ought.? They do not want to be like theologians, 


*“The Constitution as an Institution” in Columbia Law Review, vol. xxxiv 
(January 1934) pp. 1-40. 

*A list of Llewellyn’s contributions to the debate is contained in the introductory 
footnote of his article on the constitution. A tentative bibliography of the polemic, 
up to 1932, is in his Prajudizienrecht und Rechtsprechung in Amerika (Leipzig 
1933) p. 120. For one of the most important climaxes of the whole controversy, see 
Llewellyn’s article, “A Realistic Jurisprudence—The Next Step” in Columbia Law 
Review, vol. xxx (1930); Pound, Roscoe, “The Call for a Realistic Jurisprudence” in 
Harvard Law Review, vol. xliv (1931); and Llewellyn’s answer, “Some Realism about 
Realism,” ibid. 
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and build up a more or less rigid system of reason upon the revela- 
tion of the statutory or judicial sources of law; they are not even 
satisfied with the more direct contact with reality through a prag- 
matically collected series of cases. They want to be the anatomists 
of the legal structure, the physiologists of its organs, the tech- 
nicians who find their highest specialization in the study and in 
the measurement of the frictions between law and reality. Briefly, 
they want to be scientists who approach the legal structure and its 
problems with cool detachment and at the same time with keen 
interest in the discovery of principles, just as the students of natural 
science do in approaching the phenomena of the physical world. 

To say that the realists want to be scientists in the sense of 
natural sciences gives only a very limited hint to the understand- 
ing of their position. There are many natural sciences; and it was 
not only for the sake of easy metaphors that I mentioned anatomists, 
physiologists, technicians or scientists at large.! The study of the 
Is, in order to be scientifically fruitful, must be conducted in a 
spirit of abstinence from any normative preoccupation; it must 
accept’ the existence of the Is and of the Ought, of a world of 
norms and of a world of things, as postulates of the whole in- 
vestigation, without any attempt to question the validity of the 
legal forms and of the instruments for the recognition and the 
isolation of facts. Jerome Frank was the enfant terrible who asked 
the forbidden questions, and got lost among the symbols and the 
enigmas of psychoanalysis. Men like Cook and Moore brought to 
the investigation of facts the same clear and neat mentality which 
had been educated in the investigation of positive law, and got 


lasting results. 

1 As a matter of fact, under the all-embracing name “realists” we find the tendency 
of a man like Underhill Moore, hard-working, delighted to approach small sections 
of the legal structure and to analyze them with a microscopic precision. But we also 
find a man like Jerome Frank who, flying boldly in the aerial stream of generalities, 
passes easily from the conflict between Is and Ought, to the conflict between Is and 
Appears: that is the problem par excellence of philosophy of law. In his article 
“Some Realism about Realism” (loc. cit.) Llewellyn made a tentative census of the 
leading realists. Among them he included such men as Walter Wheeler Cook, 
W. Douglas, Herman Oliphant, Max Radin, and even Thomas Reed Powell, who 
hardly fits in any group. 
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Now, the abstinence from normative preoccupations, the care 
in avoiding fundamental metaphysical issues, the richness in the 
results when the scientific effort is concentrated and limited, all 
these are clear symptoms that we are in the field of that apolitical, 
amoral, aphilosophic monographic science called sociology. Llewel- 
lyn deserves the greatest credit because he was quick to realize 
that realistic jurisprudence at its best is nothing but legal - 
sociology. He elaborated a highly articulated and sensitive tech- 
nique in the sociological approach to legal institutions and was 
remarkably successful in keeping distinct the sociological and 
legalistic techniques. With a growing experience of the border 
areas, he learned to be a mediator between sociologists and 
lawyers. In his essay “Legal Tradition and Social Science Method” 
he exposed the lawyer’s case to the sociologists: “The beauty of 
the legal situation, almost unique among social phenomena, is that 
it brings out so clearly the hypothetical character of applying the 
deductive process.’’? 

In The Bramble Bush (New York 1930) Llewellyn gives one 
of the ablest justifications that I know of the case system and of 
the American method of education for the legal craft. But perhaps 
his greatest merit is that his curiosity and his experience in the 
neighboring elds never induced him to forget the boundary 
lines; that having the greatest disposition to fall into philosophy or 
into normative temptations he went straight. His personal system 
of legal sociological investigation, as well as his personal style in 
literary expression, are something more than the manifestation of 
an unconventional and picturesque scientific mind; they are a 
successful combination of subjectivism and of rigid scientific 
method, a very astute attempt to build up a methodology different 
even from that of his other fellow realists, an aloof, non-sectarian 
position very difficult to attack, very strong on the offensive. 

Indeed, the call for legal sociology is of the highest urgency 
in this country as well as in every other country. Legal sociology 
means scientific investigation of the ground on which the legal 


‘In Essays on Research in the Social Sciences (New York 1931) p. 110. 
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structure is built, of the material of the building, of the always 
changing relations between its purposes and its effective use. 
Working as a side light of history and at the same time using anti- 
historical methods, legal sociology can describe the limits within 
which every legal institution has the best chances of being firmly 
entrenched. It can attempt to evaluate the social price of legal 
institutions. It can measure their efficiency, their maladjustments 
and their shortcomings. It can even suggest, in the texture of exist- 
ing or possible patterns of behavior, the fundamental fibers that 
have to be followed when patterns of behavior are cut and shaped 
into the form of law. 

The report of the legal sociologists is one of the best ways of 
getting, in a fairly solid and objective shape, what is called the 
voice of practical experience; the sociological method has the 
enormous privilege of giving apparent and workable concreteness 
to the material that it uses, avoiding volatilization in generali- 
ties or pulverization in individual cases: a danger that the phi- 
losophers and the jurists know only too well. Obviously, legal 
sociology is still one of the many desiderata of science, and the 
number of its effective achievements is still very limited. Few 
scientists, I believe, have seen as clearly as Llewellyn the possi- 
bilities of the field and have practically proved how the work has 
to be done. The legal sociologist is neither a philosopher nor a 
legislator and not even a drafter of laws; he does not inquire about 
the nature of the law, the underlying reasons of the difference and 
relations between norms and realities, between actions and pat- 
terns of behavior. What is even more important, legal sociology is 
bound like a Siamese twin to the destiny of legalistic science; it can 
investigate the trend of an institution, but only provided that this 
institution has a rich and varied legal record. In law, Llewellyn 
wrote, the focus of study is not change but regulation, not flux but 
constancy.! The same is true of legal sociology, with only slight 
technical differences; legal sociology can study the modifying forces 
that are in the process of regulation, the oscillations and the vibra- 


1 Tbid., p. 105. 
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tions of what seems to be constancy; it can take care of the wheels 
but only with great difficulty of the machine; it can analyze trends 
but it cannot, without being transformed into something entirely 
different, suggest explanations and motives to history. Even less 
can it propose plans of change, except to point out that in this 
wheel there is a friction and that at another point the machine is 
loose. It offers an excellent tool to the craftsmanship of private law, 
but it can prove to be a very dangerous instrument in the field of 
public and constitutional law, where every question can easily 
develop into a problem of statesmanship. 

In his essay “The Constitution as an Institution’? Llewellyn 
approaches a legal institution of such importance that the whole 
legal system is questioned; he proposes solutions that have a defi- 
nite political and normative meaning. Without having lost any- 
thing of his scientific vigor and precision, Llewellyn writes some- 
thing that could be the foundation for a political platform; and 
yet there is scarcely one sentence in his article that could be 
interpreted as a program of political activity. The technique that 
Llewellyn has elaborated is exceedingly clever; he is not, as he 
claims to be, the indoctrinated child who first perceives through 
theoretical clouds the bare realities of the constitution; he is 
rather, using the metaphor that the realists like better, the en- 
gineer who measures the difference between the rapid working of 
the constitutional machine and the plans and drawings that are 
supposed to represent it, and who suggests to it a faster tempo, 
leaving the care of drawing new plans to the professional designers 
of legal schemes and to political propagandists. 

The Constitution of the United States, Llewellyn begins by 
saying, is an unwritten one, like the constitution of England. In 
the place of the document of 1789 a new “set of ways of living 
and doing” has sprung up; some of these new principles have 
outgrown from the constitutional norms, some have been created 
out of sheer expediency; but what still remains of the old plan, a 
president, a congress, a certain organization of services, receives 


1 Loc. cit. 
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its consecration not from the words of the document but from the 
practice. (Obviously, the power of the Supreme Court still exists 
and bothers the realistic mind: but as they cannot reproach it with 
not being alive, they accuse it of being too alive and, as the old 
constitutionalists say, unconstitutional.) In reality, Llewellyn 
says, the living and working constitution is the result of the work 
done by three “categories of people”: specialists in government, 
interested groups, the general public. (Thus the c2tegoric prin- 
ciples of the constitution are dissolved in the whole of public law, 
and public law in its turn is dissolved in the behavior of the public 
officials and of the most successful social groups.) 

In Llewellyn’s opinion every issue that proves to be fundamental 
for an organized community arises not within the walls erected to 
protect the community from the unforeseen and called the ‘“‘con- 
stitution,” but outside of these walls in the region of penumbra 
where interests and opinions and ideals clash. In this dangerous 
zone every judgment must be grounded on a knowledge of tend- 
encies and trends, and nevertheless in this zone every judgment is 
a prophecy and a risk. This prophetic character of each judgment, 
if I understand it correctly, confirms the unavoidable necessity 
of legislation, but, Llewellyn suggests, in order to make legis- 
lation both realistic and effective, we must take our risk of gen- 
eralization with a deep consciousness that we are in the penumbra 
of the constitution and not within its walls. 

Having laid down the foundation of this conception, Llewellyn 
shows in the last part of his essay his greatest skill. On one side, 
just as a matter of exemplification, he proposes some new prin- 
ciples, such as the necessity for a two-thirds majority in the decla- 
ration of unconstitutionality by the Supreme Court, and the re- 
examination at regular intervals! of the rulings on unconstitu- 
tionality. On the other side, he is more peaceable at the end than he 
was at the beginning, for he there respects order and continuity. 
He gives some rude blows in the beginning to the self-deception 
of lawyers and judges; but he is ready at the end to give them a 


“The Constitution as an Institution,” loc. cit., p. 37. 
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friendly hand, provided that they understand business and accept 
some new trends of peaceful transformation.’ Briefly, Llewellyn 
proposes to handle the constitution in the same way in which 
some peoples have treated their sovereigns, keeping them, but 
gently gagging them; a treatment that, by accident, gave their 
origins to constitutions. 

This construction is by no means less logical, coherent and 
penetrating than his other works, in which he has given appli- 
cation to this realistic method. If there is something in this essay 
(and I think that there is) which will not meet with the consent 
of many readers, the cause must be in the special subject that has 
been approached by the realistic method. The most obvious ob- 
stacle which every scientist encounters in approaching the consti- 
tution is that his normative intentions can be repressed only with 
the greatest difficulty. Every social science has in its nature as well 
as in its origins a normative instinct that must be repressed or 
reduced to a by-product, as a personal hobby of the particular 
scientist. This condition of being normative in their nature, but of 
having to endure the sterilization of the normative instincts is one 
of the thorny sides of the social sciences and the reason for many 
critical plights among social scientists. When internal discipline 
cannot check the normative flow of the social sciences, another 
science, philosophy, has the unpleasant function of either dissect- 
ing the normative production of the other sciences or inducing the 
scientist to recognize his normative intention. 

I have no objection whatsoever to an analysis of the constitution 
in terms of Is instead of Ought, from the viewpoint of legal 
sociology and not of constitutional science. From this realistic 
angle one can see the most amazing contrast between the literal 
expression of the supreme law of a nation and the existing situa- 
tion which this supreme law is supposed to represent and to shape. 
The French Constitution of 1875 works, as Seignobos said, thanks 
to the combination of three elements logically incompatible one 


*“There is no documentary specification of the number of judges on the Court.” 
[bid., p- 39 ff. 


176 SOCIAL RESEARCH 


with the other: unlimited sovereignty of the parliament, a social 
structure created by the Revolution, and an over powerful bureau- 
cratic organization created by Napoleon. The flexible constitution 
of England, as everybody knows, can offer the greatest delights to 
a realistic observer who wants to emphasize the contrast between 
effective reality and accepted legal tradition. The English consti- 
tutional structure is so elastic and changeable as to defy any 
definition; the real structure of the regime depends now on the 
personal character of the premier, and the premier’s dictatorship 
can be a very dangerous and effective one in the case of a Lloyd 
George, and can be reduced almost to the vanishing point in the 
case of a MacDonald. The constitutional kingdom of Italy as it 
is today can be realistically defined as the personal union of two 
distinct organizations in the same unlimited and irresponsible 
sovereign who obviously happens not to be the titular sovereign. 

It is possible to go very far in this way, and, as a matter of fact, 
the pages in which Llewellyn analyzes the working of the special- 
ists, of the interested groups and of the general public are a real 
contribution to sociology, as Bentley’s book, which Llewellyn took 
pleasure in rediscovering, is a real contribution. We ought to have 
at our disposal flexible and (as far as possible) precise instruments 
which might enable us to measure the capacity that patterns 
of behavior have of being translated and stiffened into terms 
of law and the various influences of law upon the always new 
patterns of behavior. We ought to know, through scientific inves- 
tigation, what are the limits of the human arbitrary will in inter- 
preting reality when shaping laws, and what are the elements and 
the conditions that make time either an element of strength or of 
corrosion in the constitutional regimes. We still know exceedingly 
little about the tendency of constitutions to expansion and to 
regression. This knowledge can be given not by a periodically 
announced pure science of law, but by the minute, persistent, 
monographic researches of legal sociology. 


1 Seignobos, Charles, Histoire Politique de l'Europe Contemporaine, 2 vols. (Paris 
1924) vol. i, p. 236. 
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But when the reports of the legal sociologists are written, no 
matter how abundant and good, and when they are piled up in 
the legislative chambers and upon the judicial benches, some time 
must elapse before legislators, judges and politicians can make use 
of them. These reports of the technicians who study the frictions 
between law and reality have the same function as all reports by 
experts: they are sources of information, necessary elements at the 
moment in which the legislative or judicial or political decision is 
materialized. The realistic approach to jurisprudence does not ex- 
haust the reality of jurisprudence; the sociological description of 
the constitution is a help that we need to know the constitution, 
but cannot tell us what the constitution is. It is impossible to 
accept without further investigation the normative proposals of 
the legal sociologist who, working between Ought and Is, with his 
whole attention concentrated on the Is, interposes from time to 
time his personal Should. A larger hearing must be held and, 
counting only the witnesses coming from science, at least two more 
have to be heard: legal science and legal philosophy. 

In his conception of the constitution, Llewellyn does not face 
the fundamental problems of constitutional legal science; he simply 
and consciously overthrows them. And yet these problems, like 
that of the difference between constitutional, statutory and judicial 
legislation, have tremendous importance and the voice of consti- 
tutional science must be heard. Without the constructive work 
done from a legalistic viewpoint the very concept of the constitu- 
tion would be unthinkable: that concept which Llewellyn, with 
such brilliant skill, dilutes in the whole of public law, calling it 
“going constitution” or “institution.” In keeping their science 
rigid against the stream of things the orthodox constitutionalists 
have a valid justification; they know that the subject matter of 
their science is the central knot of the net of positive law, and that, 
upholding the isolation and the preeminence of the constitution, 
they defend the whole legal system, which receives from the consti- 
tution its consecration of existence, and its final regulation; and 
perhaps they defend not only the legal system but the whole system 
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of norms. Great is the danger of loosening the central knot of posi- 
tive law.’ As every student of Duguit knows, the problems that 
come from the dilution or the dilatation of constitutional law are 
irksome.” If only the behavior of the officials is relevant, in the long 
run it will become quite difficult to define the officials; or else one 
must recognize as a criterion the bare existence of an effective 
power during a certain time. It may be possible that for a certain 
time Mr. Capone represented the most effective power in Chicago. 
For the sake of fairness one must also argue that the orthodox con- 
stitutionalists have a dreadful job: they are obliged to guard the 
key position of the legal system, in part through the defence of 
certain outmoded norms written in a time worn constitution. 

In the hearing on the constitution, philosophy of law represents 
another very pertinent voice. The postulates of legal science and 
of legal sociology are the problems of legal philosophy: how and 
why the legalistic position pretends to be so rigid and the sociologi- 
cal so Heraclitean; how and why every legal system has to impose 
such postulates as certainty of law and separation of powers; how 
and why, above all, there is this difference between the Ought and 
the Is. Legal science takes sides sharply for the Ought, legal soci- 
ology for the Is, but what is the meaning of the contrast? Both legal 
science and legal sociology assume as a postulate the difference be- 
tween facts and laws, but what is the meaning of this difference? 
Every new statement of legal sociology is just a new problem for 
legal philosophy; if there is no difference between constitutional 
law and other laws and practices, why and how do men attempt 
(and quite often successfully) to weave and to cut a certain part of 
the cloth of laws in such a way as to make a bag in which to include 
all the other positive laws of a country? 

The problem of the constitution is one of the hardest of legal 
philosophy because at no other point of the legal structure is the 
conflict between Is and Ought so sharp. It is the same problem that 
thejphilosophic schools of natural law tried to solve with the sym- 


1Kelsen, Hans, Das Problem der Souverdnitét (Tiibingen 1920) especially p. 94- 
*See an excellent critique of Duguit in Elliott, W. Y., The Pragmatic Revolt in 
Politics (New York 1928). 
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bolic passage from ius naturale to ius civile, or with some hypothe- 
sis of social contracts, when the greatest concern of legal philosophy 
was to represent the supreme norms of the state not in a physical 
man invested with divine rights but in a rule of reason translated 
into a rule of law. The same problem appears today, not as a 
rational but as a political one, as the teleological problem of the 
directions imposed on the stream of norms, in order to maintain 
and to strengthen legal and civilized communities. Every legal 
standard prescribed for a given real situation is an attempt to 
direct this given situation. To say that there is always a conflict, that 
the legal standard is almost always either evaded or surpassed, 
means little. Laws are made just for this purpose, for obtaining a 
very approximative and formal enforcement in many instances and 
for being tested in the cases which arouse conflict. The supreme 
law, the constitution, and especially the Constitution of this federal 
country, is made for this purpose too: as an expression of purposes 
for the life of the community, but expressed not so much in articles 
and amendments as in the idea and in the fact of the constitution 
itself. The articles and amendments have their importance less in 
what they say (which in the long run may become futile) than as 
almost casual embodiments of the necessity of testing new contro- 
versial legal principles and of imposing on the new facts a con- 
tinuity of purpose. 

The sociological viewpoint, entirely bent to the side of reality, 
strives to translate reality into terms of law, or at least to consecrate 
reality as the backbone of legal practice. It is a very noble dream 
indeed, admirable, as is every religious dream. In the wide field 
of social science few approaches are so fascinating as to follow 
what happens in a de facto situation when the attempt is made 
to transform it into the de iure of written or unwritten law. When 
the predominance of the House of Commons became a part of the 
flexible constitution of England the power of the House began 
to fade away before the power of the premier. When the movement 
and the practice of the primaries became the object of state legis- 
lation, intervention of the voters in the choosing of their candidates 
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became even more difficult to effect than before; the technique of 
the political machines became a bit more democratic and popular 
because it was easier for everybody who had ambition and money 
to rent them and have a political ride. And yet the ideal behind 
the primaries was a very noble one, and the first unofficial experi- 
ments were quite promising; the trouble is never with the ideas, 
but with what becomes of them when they lose their missionary 
spirit because they are universally imposed and cheated as “laws.” 
Law and practice, teleological volitions and effective reactions are 
always running after each other, one taking undreamt of forms 
when it is going to be captured by the other. 

The “so-it-is’’ seems to be for the sociologist a smashing argu- 
ment. I am afraid, on the contrary, that social phenomena become 
rather shadowy when they are not related to a general principle 
of law. “Every social phenomenon is ambiguous when viewed in 
itself,” wrote Karl Llewellyn once in one of his best essays.1 We 
have a constitutional reality, because we have a more or less rigid 
constitutional law; this means that, contrary to what Llewellyn as- 
sumes, the words of the constitution give color and value to the 
constitutional practice. Social phenomena vanish in the most prob- 
lematic unreality when they are approached by abstracting the 
legal frame that gives them shape and intelligibility.” 

When a new legal scheme is a direct result of a merely realistic 
approach to social phenomena it can produce, rather than a re- 
enforcement, a debasement of reality. One can have little doubt 
that the written or unwritten constitutions of the European coun- 
tries ruled by dictators are more realistic than the extremely 
complicated constitutional machineries that those dictatorships 
overthrew. It is a sad reality that the voters make a very poor 
use of their electoral privileges, and that quite often the voters 
pawn their electoral rights in some shop called “political or- 
ganization,” in exchange for a few cents’ worth of services. Un- 


1“Legal Tradition and Social Science Method,” loc. cit., p. 109. 

* See Jordan, E., Theory of Legislation (Indianapolis 1930) chap. ii. I do not under- 
stand why this remarkable book has not attained the scientific reputation that it 
deserves. 
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doubtedly it would be realistic to recognize the boss as dictator, 
and to disfranchise the voters. 

I know that, for the sake of showing the danger of the sociolog- 
ical approach, when it degenerates into extravagant normativity, 
I have shown the realistic tendency as reaching extreme points, 
which Llewellyn carefully avoided in his essay, and which he would 
never reach. Besides being a first class legal sociologist, he is a first 
class jurist; until now some of his most important scientific con- 
tributions have come just from his capacity to approach legal 
problems from both viewpoints. In his essay he makes statements 
skilfully directed against the kind of criticism that I have just 
outlined. He recognizes the importance that the words of the 
constitution had in shaping the living constitution;’ he admits 
that in order to face an ever moving reality some legal schemes, 
some mortgages on the future, must be risked. But, he says, the 
chance must be taken not behind the walls of the constitution 
but outside, in the open field, where the shadow of the constitution 
is projected upon a confused reality. The theory, Llewellyn re- 
marked in a persuasive sentence, must be a theory of the 
penumbra.’ 

A theory of the penumbra, yes; but not a penumbral theory, not 
a theory inspired by our interpretation of the nature of the case 
or of the emergency. At the bottom of Llewellyn’s construction 
lie, I think, two fundamental presuppositions. One is praise of 
movement for movement’s sake, what I should call a romantic 
activism.® The other is a radical optimism, which I dare to formu- 
late in this way: laws are only instruments of men’s activity, and 
the life of laws is men’s behavior; therefore, to have righteous men 
is by far more important than to have righteous laws. This is a 
very admirable attitude; but I cannot follow it because it switches 
the problem of the direction of human activity from legality to 
morality, and the failure of morality as a normative discipline is 


*“The Constitution as an Institution,” loc. cit., p. 14. 

* Ibid., p. 32. 

*For analogous movements in Europe, see Bonnecase, Julien, Le Romantisme 
Juridique (Paris 1929). 
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greater than that of legality. Perhaps his conception would be 
good in a deeply religious society, but our societies as well as our 
states are secular. 

In his classic study on ““The Flexible and Rigid Constitutions” 
Lord Bryce wrote, “The best instances of flexible constitutions 
have been those which grew up and lived on in nations of a con- 
servative temper, nations which respected precedents, which liked 
to go on doing a thing in the way their fathers had done it before 
them.”! I think that Lord Bryce here, as on countless other occa- 
sions, can give us the key for the solution of our problems. The 
flexible character of the American constitution is the result of the 
almost uninterrupted conservative domination from Grant to 
Coolidge. The new and more progressive America will either sink, 
or get a stronger constitution; let us hope that it will be a demo- 
cratic one. If I were an American citizen of any authority, I would 
say that this country will soon need a new constitutional conven- 
tion in which the principles which Mr. Roosevelt calls the eco- 
nomic constitution will be solemnly linked to the old test. If I were 
an American I should invoke a group of leaders not less able than 
the Fathers, so skilful as to incorporate the new principle of eco- 
nomic democracy into the constitution, and then to shut the door, 
so that, with a well protected loophole for amendments, it can stay 
locked for another century and a half. But my being a foreigner 
prevents me from falling, in my turn, into normative sins. 

The position of Llewellyn is not one that is favorable to amend- 
ments; he does not care at all for new meetings in Independence 
Hall, he does not care to say whether he is in favor of a rigid or 
a flexible constitution, because he thinks that every constitution, 
no matter how rigid it seems to be, is flexible in its working. He 
is not even in favor of a flexible or unwritten constitution; he is 
in favor of an unwriteable constitution.? He is not in favor of 


1 Studies in History and Jurisprudence, 2 vols. (London 1901) vol. i, p. 116. 

2 Among the recent works about the unwritten constitution, see: Merriam, C. E., 
The Written Constitution and the Unwritten Attitude (New York 1931); Munro, 
W. B., The Makers of the Unwritten Constitution (New York 1930); Corwin, E. S., 
The Constitution and What It Means Today (4th ed., Princeton 1930). 
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amendments; he is in favor of the infinite amendability of this 
and of every constitution. My position is exactly the opposite: I 
am not fanatical about this or any other constitution, but I am for 
a constitution. After all, I prefer to be contradicted by everyday 
happenings rather than to accept them just because they happen. 

In the history of political theories, the position which Llewellyn 
has reached, as a result of his investigations as a realistic engineer, 
has several noble representatives. About two centuries ago Llewel- 
lyn would have been a radical defender of natural law, opposed to 
any attempt at crystallizing it into a social contract, because of a 
deep belief in the wisdom of nature. Three centuries ago he would 
have been a tyrannicide, one of those people who thought that 
the only obstacle between man and natural happiness was the 
tyrant. Both these positions were taken by men of deep religious 
feeling. If I may speak paradoxically, Llewellyn’s state presup- 
poses a theocracy, for only a superior body of inspired priests can 
allow such independence from legal bondage. 

Coming nearer to our days, Llewellyn is perfectly right in con- 
necting his tendency with the movement that swept legal science 
in Europe against the tyranny of rigid law. But I feel that many 
European legal scientists now have some grave doubts about these 
movements, especially in regard to their expansion into the field 
of public law. The fight for a greater and more indeterminate legal 
freedom does not allow the crystallization of traditions and of 
prestige around new constitutions. What we call constitutional 
democracy is only a very thin crust offering the basis for the de- 
velopment of our legal freedoms and protecting us from the un- 
derlying primeval world of sheer violence. Fighting for a freer 
legality, we run the danger of falling into a pre-legal world. 

After all, what is a constitution if not an attempt of human 
ingenuity to build up an artificial mechanical dynasty? This shell 
of laws was molded upon the personal power of the kings, as an 
instrument of iegal engineering for accomplishing part of their 
functions and at the same time for limiting them. This shell can 
be filled with a constitutional king or with a president; it does 
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not matter very much. But what does matter is that if the shell 
is broken, a form of personal power is bound to come back. 

The normative extravagances of legal sociologists are well worth 
watching, because other sociologists, or quasi-sociologists, like the 
economists, follow the same trend. Llewellyn must be congratu- 
lated for saying in his courageous and personal way something that 
a great number of social scientists and laymen are now thinking. 
He must be congratulated also for having shown the limits of 
legal sociology. The danger of the sociological approach lies in 
its unsophisticated reasoning: a reasoning not mellowed by his- 
torical and philosophical considerations and too confident of its 
intellectual instruments of realistic analysis. The danger is a 
certain brand of intellectualism: romantic intellectualism. Legal 
sociology has to restrain the direct expression of its normative in- 
stincts because it has a flat and limited vision; and legal science 
must do the same because its nature is bureaucratic and conserva- 
tive; legal philosophy must do the same because its vision is too 
broad and misses the details of concrete issues. Each of these three 
sciences can only give a report, and each of the three reports is 
indispensable for the determination of the ultimate will in the 
men who have the greatest responsibilities of power; in this higher 
sense, every social science must accept the cross of its fragmentary 
share of normativity. The ideal goal of legal education is to train 
people to handle equally well the instruments of the three dif- 
ferent sciences, but it is an almost unattainable ideal, because the 
necessity of scientific distinction is at least as great as that of final 
unity. It is not easy to find scholars who are masters in two of the 
three fields, as Llewellyn is. This hopeless limitation of our scien- 
tific outlook is not dangerous if we are constantly and in a friendly 
fashion reminded of it by our no less hopelessly limited fellow 
scientists. 





FARM RELIEF IN GERMANY 


BY KARL BRANDT 


Tue collapse of agricultural prices throughout the world which 
attended, in some respects preceded, the general depression of 1929 
to the present, has produced serious agrarian unrest in every west- 
ern country and has evoked in most countries more or less serious 
attempts to restore through legislation the position of agriculture. 
In this movement for agricultural relief Germany has taken a 
leading part. As a nation dependent upon importation for an essen- 
tial part of her food supplies, Germany was in a position to employ 
the time honored methods of tariff protection, with results that at 
the outset appeared entirely favorable. Within an astonishingly 
brief period of time, however, the readjustments of production in 
the field of agriculture forced the government to a recognition of 
the inadequacy of simple methods of economic policy in a highly 
dynamic society. With the administrative energy that has charac- 
terized the German state, one auxiliary device after another has 
been built up. The nature of this system, its capacity to stand up 
against the dynamic forces operating remorselessly in economic 
society, are problems worth the attention of the American student, 
who is witness to an analogous movement and to the application of 
means not altogether dissimilar to some of the devices worked out 
in Germany. 


I x 
The Market for Carbohydrates 


1. Grain. In 1925, after inflation had run its course and domestic 
prices had returned to a fairly stable level, the government intro- 
duced a tariff on grain with duties relatively the same as in the 
period 1906-1914. This meant a duty on bread grain ranging from 
10 to 20 per cent on the value, and a low duty on feed grain, 
namely barley and maize. This traditional policy of fixed duties, 
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established by act of parliament, was abandoned when world grain 
prices declined sharply in 1929. The farmer party demanded a 
strict separation of the German grain price level from the world 
market and this demand was in the end realized. 

The first important change in tariff methods was the introduc- 
tion of flexible duties. The government was empowered to raise 
duties without delay and without discussion. Only the standard 
price which it was sought to realize was to be determined by agree- 
ment between the parliament and the government. This so-called 
“satisfactory” price was set at such a high mark that no changes 
needed later to be made. 

There followed a rapid raising of the duties by four stages to a 
level which sometimes equalled the domestic price. The effect was 
to cut off the domestic markets for rye and wheat from the world 
market. This affected directly only consumption prices, but the 
same method applied to the feed grain market had far reaching 
repercussions. The importation of several million tons of cheap 
feed barley and corn had been a basic item of the structure of 
German animal production, especially hogs and eggs. 

It was the chief aim of the government to fix the prices of rye 
and wheat. But on account of the intercommunication of all grain 
markets, there was no possibility of attaining this end without re- 
stricting feed grain imports. The final course in the protective wall 
around the grain market was the establishment of a state monopoly 
for the import of maize. It was now possible by administrative 
measures to fix prices at will and command scarcity or plenty by 
the manipulation of imports. 

To control the distribution of imports of other grains over the 
whole season, and to prevent the accumulation of temporary sur- 
pluses by importation, a “milling quota” was introduced. This 
quota provided that for any specific amount of foreign grain 
milled, a specific amount of German grain also had to be milled. 

The high tariff and the maize monopoly were not sufficient to 
prevent a collapse of the price of rye, because Germany normally 
has a rye surplus. The government therefore entered upon direct 
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market intervention and created the office of high grain commis- 
sioner. The old German instrument of import certificates, which 
allowed the exporter of rye to import the same amount of grain 
or perhaps of other commodities free of duty, was later abolished 
because it was too costly and seemed to foster imports of animal 
products from countries which imported the German rye surpluses 
dumped abroad. A tentative export pool with Poland proved a 
failure. Consequently the grain commissioner tried to create a 
vacuum in the market, in order to lift the price of rye. The method 
employed was open market buying and storing of rye on « large 
scale. This policy was pursued from 1929 to 1932, with the conse- 
quences that were to be expected, waste and exhaustion of funds, 
periodical collapses of price, manipulation by speculators, etc. 
Government purchases, as an unpredictable factor in the market, 
discouraged the independent grain merchants from accumulating 
stocks as they had formerly done. Thus the apparent relief to the 
grain market was counteracted at least in part by the reduction of 
stocks in private hands. 

After having bought the stocks of rye the grain commissioner 
had to get rid of them in such a way as not to hamper him in his 
primary task of price fixing. He had assumed that the record crop 
of 1929 would not be followed by another in 1930, but in this he 
miscalculated, the crop of 1930 being still larger. The accumulated 
stock of rye had to be sold at a low price to the western hog fatten- 
ing farmer as a substitute for barley, formerly imported. To ex- 
clude its use for flour, the rye was denatured by dyeing it red with 
eosin. But only by mixing this eosin rye with barley imported at a 
lowered duty was it possible to create a demand for it. In one way 
or another the grain commissioner got rid of his stocks—at a tre- 
mendous loss. 

As Germany had a deficit of 1.5 or,2 million tons of wheat, it 
was natural that the government should make wheat go as far as 
possible and to divert as much rye as possible to the feeding of hogs. 
Bran quotas were introduced, fixing the percentage of flour to be 
extracted from wheat and rye. For wheat the percentage was set at 
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a maximum; for rye at a minimum. Furthermore the varieties of 
flour to be used in the different kinds of bread were regulated by 
a law which introduced special standards of bread. 

For political reasons the government wished to keep the price of 
bread as low as possible. An attempt was made to establish low 
prices for bread in spite of high grain prices by curtailing the 
bakers’ profit margin. Every loaf had to show the guaranteed 
weight. A rigid investigation of retail prices did at least check any 
price raising by dishonest devices. 

The combination of these measures ultimately had the desired 
effect, namely to separate domestic grain prices entirely from the 
world market and to maintain them between 100 and 200 per cent 
above world prices. The high grain prices added purchasing power 
to those farmers who sell grain. The big estates and the large sized 
family farms enjoyed most of the benefits from this policy. What 
they gained had to be paid by the consumer and by the mass of 
small farmers who normally buy grain for animal production. 

As the author repeatedly predicted when the campaign for 
higher prices was inaugurated, the effect of price fixing was to 
stimulate production. After elimination of seasonal variations, the 
trend of production from 1926 to 1932 was notably upward— 
from 17.8 to 20.1 million tons. 

At the same time consumption declined nearly 2 million tons. 
The reasons for this decline were the shrinkage in beer consump- 
tion and the substitution of oil cake, which was very cheap, for 
more than one million tons of feed grain. 

For seventy years Germany had had a deficit in grain. Four years 
of price fixing resulted in creating a surplus. A net deficit of 7 mil- 
lion tons, covered by imports in 1926, was turned into a net surplus 
of about 2 million tons in 1933-34.1 (See Table 1.) 


1In the discussion of the rapid changes in German agriculture it is frequently said 
that the leading aim of the government was to establish autarchy or national self- 
sufficiency. This is not an adequate statement of the facts. The farmers demanded 
higher prices and rationalized their demand by a nationalistic appeal to the principle 
of self-sufficiency. Nobody believed that the grain deficit might within a few years 
disappear, and that the farmer might be confronted with a real problem of surplus. 
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TABLE I. NET GRAIN IMPoRTs (—) AND Exports (+) 
IN THOUSAND METric Tons 


Variety IQII-I3 1924-25 1025-26 1926-27 1927-28 1928-29 1920-30 1930-31 1031-32 1932-33 


Rye + 406 — 439 + 150 — 452 — 321 + 405 + 434 + 53 — 443 — 177 
Wheat —2054 —2234 —1575 —2503 —2414 —2117 —1296 — 849 — 632 — 131 
Barley  —3278 — 655 —1240 —2103 —1896 —1615 —2208 — 849 — 724 — 171 








Oats — 152 — 283 — 304 — 164 o + 231 + 663 — 36 — 10 — 9g 
Maize — 934 — 584 — 552 —1597 —1685 — 790 — 839 — 423 — 771 — 378 
Breadgrain 
Total —1648 —2673 —1425 —2955 —2735 —1712 — 862 — 796 —1075 — 308 
Feedgrain 


Total —4364 —1522 —2096 —3864 —3581 —2174 —2384 —1308 —1505 — 558 





Grain 
Total —6012 —4195 —3521 —6819 —6316 —3886 —3246 —2104 —2580 — 866 








Value of 
Net import 
Million Marks 1014 786 1457 1439 843 666 287 267 101 








2. Potatoes. When the grain price stabilization system appeared 
to be operating successfully, the large estates of East Prussia, with 
their potato surpluses, demanded price fixing for their products as 
well. Three relief measures were adopted. The administration of 
the state monopoly increased the quotas of spirits which the pro- 
ducers were licensed to distill from potatoes. To get rid of the 
excess production of alcohol the monopoly required the gasoline 
distributors to mix potato alcohol with the gasoline, up to 15, per 
cent of the volume. This uneconomic procedure taxed the auto- 
mobile operators in favor of the distilling farmers and indirectly 
of all potato producers. This provision was strongly backed by the 
federal railroad administration, which was eager to curtail the 
serious competitive power of the motor truck. 

The second relief measure was the artificial creation of an in- 
creased demand for potato starch. The government permitted the 
bakers to mix 10 per cent of potato starch with the flour for bread 


*The German potato crop fluctuates between 35 and 48 million tons, or an equiv- 
alent of 8 to 14 million tons of grain. 
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making. This was expected also to cut down wheat importation. 
Later on this mixing became compulsory. 

Thirdly, the government subsidized the production of potato 
flakes and supported the sale of the product by adding flakes to 
eosin rye and barley imported under reduced duty. 


3. Sugar. When the world sugar price collapsed in consequence 
of the rapid expansion of cane sugar production, the German gov- 
ernment undertook to control the domestic price by a flexible 
duty. In addition, all the sugar factories had to join in a compul- 
sory syndicate and in an export debenture plan. The usual seasonal 
immigration of 400,000 Polish migratory laborers was cut off. But 
the losses involved in the dumping of surplus sugar abroad cur- 
tailed the returns from beet culture. A rigid restriction of the pro- 
duction of sugar for consumption became necessary. Under this 
restriction the German sugar beet acreage dropped to 50 per cent. 
The farmer had to find other crops for this most valuable and 
fertile land. He turned to wheat, alfalfa and vegetables, especially 


early potatoes and onions. The market for early potatoes collapsed 
immediately. Later, when the restrictions on production had 
made it possible to clear off the sugar carry-over, a certain increase 
in acreage was permitted. 


As stated above the scheme of price fixing increased the purchas- 
ing power of some groups of German agriculturists. Where did 
this purchasing power come from and who bore the cost? 

A major part of the costs were borne by the German consumer, 
who paid high prices for bread and sugar. Another part was borne 
by the export industries, which lost some part of their sales abroad. 
This injured the small farmer indirectly by increasing unemploy- 
ment and by curtailing the purchasing power of the consumer of 
meat, butter, eggs and milk. 

But a large part of the costs was shifted to the farmers of coun- 
tries which formerly exported grain to Germany. In so far as the 
policy, operated to restrict imports, it resulted in a transfer of the 
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agricultural depression to the exporting countries. This resulted. 
at the same time in a further decline in world market prices. The 
total volume of the world trade in grain amounts to between 35 
and 45 million tons. The former German importation of between 
4 and 5 million tons was an important fraction of the world de- 
mand, and its disappearance was bound to affect world prices 
adversely. 

One further point needs consideration here: the effect of grain 
price stabilization upon the agricultural groups not directly inter- 
ested in grain production. Grain is a basic food with a rather inelas- 
tic demand,! a commodity with a price mainly determined from 
the supply side. This made it possible to force an artificial increase 
in price even at the moment when the depression began to restrict 
the purchasing power of the masses. While payrolls declined and 
the unemployed rose to six millions, grain prices were maintained 
or even raised. The natural outcome was that other farm products, 
such as milk, meat, eggs, vegetables, which are the cash products 
of the family farms of western Germany, had to carry the whole 
burden of the depression in so far as it affected agriculture. What- 
ever additional sums the consumer had to pay for bread grain out 
of his diminished income represented a reduction in the purchas- 
ing power that could be applied to these other farm products. 

Another result was the change in the relative production of the 
several grains, with rye declining and wheat and barley increasing. 
At the same time the German farmer found that it paid to use oil 
cake as a substitute for feed grain, because it remained free of 
duty. Until the adoption of a prohibitive grain tariff oil cake was 
regarded merely as a protein concentrate. Within three years the 
consumption increased by 1.5 million tons. 

Considerable acreages of pasture and tillage for fodder were con- 
verted to wheat and barley culture. Dairy production was thus 
checked in its development, and egg production was sacrificed, 


because eggs remained practically free of duty, while the raw ma- 
* The decline of 2 million tons in the demand for grain was only to a small degree 
due to a shrinkage of the consumption of bread. It was mainly the effect of the 
substitution of oil cake for feed grain and the falling off in the consumption of beer. 
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terial of egg production, namely grain, was to be had in Holland, 
Belgium and Denmark at about one third of the German price. 
Private grain dealers were seriously affected and in some cases 
ruined by the unpredictable intervention of the government in the 
markets. Serious dislocations and capital losses were incurred by 
the milling industry as a whole. 

In sum, the stabilization of the carbohydrates market had the 
effect of giving to one group of agricultural entrepreneurs addi- 
tional purchasing power which came in part from the pockets of 
the consumers, who paid higher bread prices and subsidies financed 
by taxation. 

The experience of Germany in the control of grain prices shows 
conclusively that there are no isolated commodity markets, that 
instead, all commodity markets intercommunicate. There is, how- 
ever, a lag of between two and four years in the response of fin- 
ished goods to price movements in the field of raw materials. If 
carbohydrate prices decline definitely meat and other animal prod- 
ucts will necessarily follow, because the farmer tries to find a way of 
minimizing losses and converts carbohydrates into fats and protein 
so far as his financial liquidity permits. In the case of Germany the 
events occurring in the period of lag were of the greatest signifi- 
cance. The powerful stimulus given to grain production favored 
the large estates—without indeed saving the majority of estates 
from over-indebtedness—and depressed the majority of the five 
million family farms by increasing the cost and reducing the price 
of their main cash products. 


Il 
The Oil and Fat Market 


By 1932 the carbohydrate market had been brought under control. 
Thereupon the demands of the small farmers became more and 
more vigorous, because their key product, milk, showed obviously 
diminishing cash returns. In January 1933, under Chancellor Hit- 


1 About 35 per cent of the total cash income of the family farms arose from milk 
production. 
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ler and Secretary of Agriculture Hugenberg, the government 
began a new campaign to separate the domestic oil and fats market 
from the world market and to establish effective price control. All 
the experience acquired in the carbohydrate stabilization was ap- 
plied in the working out of a system of control proof against any 
conceivable evasion. 

The consumption of fats and oils in Germany, 1930, was as 
follows: 


Weight Percentage of: 

Product in tons Domestic Imported 
Butter 480,000 79 21 
Oleomargarine 480,000 2 98 
Lard 210,000 60 40 
Oil 100,000 4 96 
Tallow 25,000 100 -- 


Milk is the basic commodity which decides more or less the eco- 
nomic destiny of five million farm families. About one half of the 
world’s milk supply is used in butter production. Since Germany 
imported 21 per cent of the butter consumed, the price for all 
marketed milk followed the world’s butter market, in practice the 
quotation at either Copenhagen or London. Butter imports might 
have been curtailed by drastic duties, but the flexibility of the 
demand and the competition of the cheap substitute for butter, 
oleomargarine, would merely have turned the consumer toward 
margarine. But margarine is an industrial product, based on cheap 
oils or fats. The new technique of oil and fat chemistry and physics 
makes it possible to convert any variety of oil into fats and the 
reverse. 


The raw materials employed in the production of margarine 
changed rapidly after the war, with a remarkable increase in the 
use of whale oil. The uncertain and hazardous game of hunting in 
the Arctic and Antarctic Oceans thus competes with the milk pro- 
duction of the German peasant. There are good reasons why a 
country should prevent the destruction of the permanent economic 
interests by the sporadic and predatory ventures of a few foreign 
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capitalists, or at least why such ventures should not be perniitted 
to jeopardize permanent interests without sufficient time to con- 
sider the long run effects. 

All these developments increased the competitive power of some 
eighty margarine factories as against the milk producer. As a result 
the whole benefit of increased fat consumption fell to the butter 
substitutes industry. Table 1 shows exactly what happened. 


TABLE 11. FAT CONSUMPTION PER CAPITA, IN KILOGRAMS 
Date All Fats Butter Margarine Lard Edible Oil Tallow 


1913 15.02 6.80 2.99 3.43 1.40 0.40 
1925 17.01 5-66 6.49 3.06 1.40 0.40 
1929 20.14 7.21 7.85 3.28 1.40 0.40 
1930 20.41 7.60 7.93 3.08 1.40 0.40 
1931 19.70 7.36 7.32 3-22 1.40 0.40 
1932 20.35 7.09 8.00 3.46 1.40 0.40 


Before the war the price of one pound of butter was equal to 
that of two pounds of margarine. In 1931 one pound of butter was 
worth nearly five pounds of the lower grade of margarine, which 
was, however, better in quality than that of prewar times. Mar- 
garine prices declined so rapidly with the world crisis for oilseeds 
and whale oil that even under the severest depression the German 
population was able to maintain the high consumption of fats 
which was reached at the peak of the cycle. 

The government wished to reestablish the net profit of family 
farms and to force the consumers to abandon some of their re- 
cently acquired privileges in the way of cheap fats. In the spring of 
1933 dairy products, oils and fats, including all imports of oils and 

fats and all manufacturing and processing of ciis, butter, lard, 
bacon and fats, were placed under the control of a state monopoly. 
The duties on lard and bacon were raised, and a tariff on margarine 
set up. Imports of butter were restricted by monthly quotas, as well 
as by differential tariff rates. Later the importation of lard was sub- 
jected to similar control. Margarine production was cut down to 50 
per cent of that of the preceding year. In addition, the price for 
margarine was controlled by a processing tax and a maximum price 
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for retail. ‘The fund raised by the processing tax was spent for open 
market purchases of butter and its distribution to the neediest in 
small quantities at a price lower than that of margarine. This 
stiffens the butter price, because the gifts of butter go to people 
who do not otherwise represent an effective demand for butter. 
On the other hand the margarine industry is required to use a fixed 
percentage of German raw material. This provision improves the 
demand for German lard. 

As a consequence of these measures the price of butter rose im- 
mediately. The tariff was sufficiently effective to establish the price 
independently of the world market. Margarine consumption di- 
minished by about 50 per cent. The consumer tried to make up 
for the loss of cheap margarine by buying more fat meat. The effect 
of the whole policy was to stimulate the production of butter and 
fat hogs. 

But the administration of the oil and fat monopoly had foreseen 
the increase of milk production and had curtailed the supply of 
the cheapest raw material, namely, oil cake. This hampers the 
farmer and forces him to produce his own protein concentrate 
feeds, thus limiting the area devoted to grain. Thus careful pro- 
visions have been devised to maintain the desired scarcity for 
several years. It is possible, however, that the shifts in consumption 
under the pressure of high prices and a rapid increase of hog pro- 
duction may interfere with the government’s plans. 

The price of milk to the farmer has been improved, but to 
maintain the price for fluid milk it has been found necessary to 
restrict sales rigorously. In nearly all the larger cities of Germany 
we find a quota system controlling the shipment of milk for direct 
consumption. 


III 


Conclusions 


The markets for carbohydrates, oils and fats are now under direct 
state control. The protein market is indirectly stabilized by pro- 
hibitive tariffs, shortage of oil cake and high prices for feed grains. 
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The domestic prices of farm products have been separated from 
the world market and raised considerably. This was possible be- 
cause the German supply was inadequate to meet the demand. 
Improved prices have stimulated production. In the carbohydrate 
market the large deficit disappeared within three years. In the 
market for fats it will take three or four years to change the deficit 
in production into a surplus. The drastic reduction in import 
quotas on lard seems to indicate that domestic production may 
soon begin to fill the market and complicate the problem of price 
control. Real difficulties will emerge with the appearance of a 
surplus, with a consequent tendency to decline in prices, irre- 
spective of the world market. 

For the moment the purchasing power of the farmer has been 
restored in some measure at the cost of the consumer. In the long 
run, however, other forces play a predominant role in fixing the 
income of the farmer. Most important would appear to be the 
development of the purchasing power of the industrial popula- 
tion. During the cycle closing with 1932 the cash income of the 
German farmers exhibited a remarkably close correlation with 
the payrolls of industry. 


TABLE 111. COMPARISON OF CASH INCOME OF FARMERS WITH INDUSTRIAL 


PAYROLLS 

CASH INCOME OF FARMERS? INDUSTRIAL PAYROLLS*® 

Billion Index Billion Index 

Year Marks (1924-25 = 100) Year Marks (1925 = 100) 

1924-25 7-5 100.0 1925 34.0 100.0 
1925-26 8.0 106.6 1926 33-0 97.0 
1926-27 8.4 112.0 1927 37.8 111.1 
1927-28 9-3 124.0 1928 42.9 126.1 
1928-29 10.2 136.0 1929 44.5 130.8 
1929-30 9.8 131.3 1930 40.9 120.2 
1930-31 8.7 116.0 1931 33-5 98.5 
1931-32 7-4 98.6 1932 25-7 75-5 
1932-33 6.5 86.6 


1933-34 7-27.38 96.6 


@ Estimates by Institut fiir Konjunkturforschung. 
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The Statistische Reichsamt price index for agricultural products 
reached its lowest point in the first quarter of 1933, with 87.9.1 
There has since been a steady rise to December 1933, with the 
index at 93.7. The Institut fiir Konjunkturforschung forecasts the 
probable gross income from farm production for 1933-34 at around 
7.2 billion marks, which would be an increase of about 10 per cent 
over the level of the preceding year. 

It may be assumed that the recovery plan of the government, 
with a radical curtailment of taxes, with public works and other 
measures for stimulating production, must have played a part in 
bringing about the 12 per cent increase in industrial production 
estimated by the Institut. The question then arises whether, with- 
out this artificial stimulus to payrolls and purchasing power the 
estimated increase in agricultural income would have been possi- 
ble, even granted all the direct measures applied to farm relief. 

What is the price the government has had to pay for its success- 
ful fixing of agricultural prices? First, its resources for price fixing 
are a wasting asset. They will prove ineffective as fast as deficits 
give way to surpluses. Second, the government has unconsciously 
assumed responsibility for the financial results of the farming 
operations. Since the state assumes the control of production and 
prices, the farmer naturally looks to the state to place him in a 
position to pay taxes, interest and the principal of his debt. Log- 
ically the next step can be nothing else but the revision of farmers’ 
indebtedness by the state, which is obviously preparing now under 
the form of a general farm moratorium. Third, agricultural pro- 
duction has been extended into submarginal land, and has thereby 
raised the average cost of food production. Fourth, agricultural au- 
tarchy or national self-sufficiency, which is nearly complete if we 
disregard the rapidly decreasing fat deficit, is a most serious handi- 
cap for industrial export. Germany had in 1929 food imports 
amounting to about four billion marks, which made possible an 
export of much larger volume. Now being nearly self-sufficing agri- 
culturally, Germany can only exchange finished products for indus- 


+1913 = 100. 
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trial raw materials. It is not possible to reemploy the six million 
unemployed! without a large industrial export if the standard of 
living of the nation is not to be depressed to a level that is politi- 
cally impossible. The increased agricultural production requires 
almost no additional labor, while the slightly improved purchasing 
power of farmers is not sufficient to stimulate perceptibly the in- 
ternal market for industrial goods. 

Last but not least, the German experiment in price fixing, which 
in its complexity and up to date technique is accepted as the model 
for similar plans in England as well as in many other countries, has 
demonstrated the striking rapidity of radical readjustments. This 
flexibility and rapid expansion of production is one of the new 
features in world agriculture. 

In his pamphlet, “America Must Choose,’ Secretary Wallace 
points out that a creditor nation must set up the most intricate 
machinery of a planned economy to control the production and 
distribution of all agricultural commodities, or it must reduce 
tariffs and open up opportunities to exchange farm products against 
industrial goods, or it must follow a third and middle course. 

Germany, a debtor nation, with the most urgent need to employ 
to the full her highly developed export industry, has chosen the 
first way and has blocked exports by producing at home the four 
billion marks (nearly one billion dollars) worth of food which she 
imported prior to 1929. 

1The “visible” unemployment is reported at only three and a half million for 
the winter of 1934. 


? Wallace, Henry A., “America Must Choose” in the Foreign Policy Association 
World Affairs Pamphlets, no. 3 (New York 1934). 
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ECONOMIC EFFECTS OF CHANGES 
IN CONSUMERS’ DEMAND 


BY MARK MITNITZKY 


I 


[1 1s often said that an increase in demand for a particular com- 
modity, which is not offset by a decline in demand for other goods, 
sets in motion a process of expansion which is eventually trans- 
mitted to every nook and cranny of the economic system. The 
process is described as follows: An increase in the demand for a 
commodity results in a larger output and larger gross income!’ for 
its producers. The additional takings by the producers are dis- 
tributed to the productive agents responsible for the increase in 
output. The newly hired workers receive wages, the sellers of raw 
materials and equipment are paid more for the larger quantities 
supplied, and the manufacturers get a better profit. This secondary 
addition to incomes is also spent, evoking a further expansion 
which leads eventually to a tertiary enlargement of production, 
and so on in apparently endless and cumulative repetition. 

This is the theme of Bastiat’s parable of the broken pane. Should 
indefinitely continuing expansion be possible, he reasoned, the 
simplest way out of an economic depression would be to throw a 
brickbat at the first window in sight. A glazer is presumably called 
in to mend the damage and makes some extra money; he spends 
this addition to his earnings, and those whose receipts are aug- 
mented thereby follow his example, thus enabling other people 
to spend more. The phenomenon of larger income and increased 
spending affects a progressively growing number of people until 
the entire country enters upon a stage of ever mounting prosperity. 

Bastiat meant, of course, to ridicule the naive belief in the feasi- 
bility of expansion in an endless spiral. The sober economist ordi- 


*Gross and net income are not differentiated here, although this distinction is very 
Important in connection with certain practical problems. 
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narily refutes this faith in miracles by pointing to the fact that 
productive resources are limited. This argument is accurate as far 
as it goes, but it fails to show just how scarcity operates to inhibit 
indefinite expansion. In the following we will attempt to establish 
how the influence of a single change in demand is transmitted and 
how far it can extend, in other words to describe the conditions 
for the restoration of equilibrium. 

Before launching upon the discussion it is necessary to clarify 
somewhat the concepts and assumptions underlying our analysis. 
Our aim is to trace the diffusion of a stimulus to expansion or 
contraction initiated by a change in consumers’ demand at one 
point in the economic system. The initial, or primary, change in 
demand with which we deal here is a change in the quantity of 
goods demanded while prices remain constant; it is neither in- 
duced by a change in prices nor does it cause them to rise or de- 
cline (except under conditions discussed in Section tv of this 
paper) . The change in demand around which we build our analy- 
sis is not a shift of demand from one commodity to another, but 
is the result of an increase or decrease in the volume of effective 
purchasing power in the hands of consumers. What is ultimately 
responsible for this increase or decrease — dishoarding or hoard- 
ing, higher or lower velocity in monetary circulation, a liberal or 
restrictive bank policy — is of no particular relevance to our prob- 
lem. There are two ways in which consumers may come into pos- 
session of new purchasing power: they obtain it as compensation 
for commodities sold or receive it without rendering any immedi- 
ate return (borrow or accept a dole financed by borrowing) . Since 
the first is much the more common way we assume throughout the 
greater part of this paper that the change in consumers’ resources is 
brought about by the rise or decline in the rate of operation of a 
particular industry.* 

It must be emphasized that we assume the appearance of a 
1 By a particular industry we mean here the entire section of the productive system, 


including the extraction of raw materials and the manufacture of equipment, which 
culminates in the production of the existing supply of a specific consumers’ good. 
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change in production and of the corresponding change in demand 
as a sort of deus ex machina. There has been no preceding dis- 
turbance of the relationship between the real forces in the eco- 
nomic system; demand and supply are in equilibrium, efficiency 
of production or the tastes of the consumers are not altered, when 
without any good reason — not even a misguided expectation of an 
increase in demand — the production of a certain industry is ex- 
panded, the income recipients of that industry obtain a larger 
amount of purchasing power and the process of transmission of 
the expansion stimuli is thus set in motion. Offhand it seems a 
rather strange condition to assume; and in the rare instances in 
the economic literature where attempts have been made to analyze 
the initial stages of general expansion or contraction? it has been 
uniformly taken for granted that a disturbance of equilibrium 
precedes the change in the volume of effective demand. We pre- 
fer, however, to begin with an assumption of equilibrium, and 
this for two reasons. Such a construction is of theoretical interest 
because it affords the simplest way of testing in a dynamic situation 
the validity of the proposition that the value of output and the 
demand originating in its production are balanced. And it has a 
practical bearing upon the current discussions of recovery poli- 
cies which center about the possibility of stimulating general pro- 
duction, otherwise inert, by expanding through government ac- 
tion the operation of a few industries. 

In order to eliminate complicating factors we assume further 
that, after the initial change in demand set in, the velocity of 
monetary circulation in general and the velocity of money in cir- 
culating consumers’ goods remain constant, and the technical 
methods of production and other cost determining elements con- 
tinue as before. The only thing that has happened is a change in 
the production of a particular industry and an increase or decline 
in the purchasing power available to those who draw income from 
that industry, which affects their spending dispositions. 


1Cf. for example, Robertson, D. H., Banking Policy and the Price Level (London 
1932), ch. ii. 
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It is important to consider first of all how the influence of a 
change in demand is transmitted. If the income recipients of indus- 
try A buy only the products of industry B and vice versa, the 
impulse to expansion initiated by the addition of value a to the 
output of industry A will spend its force in inducing merely an 
equivalent increase in the output of industry B. The impulse to 
expansion is much greater if industry A buys from B, B from C, 
C from D, . . . and N from A. In general, if the income recipi- 
ents of a particular industry patronize only one other industry, 
the change in the aggregate volume of production is equal to the 
product of the value of the original change in demand by the num- 
ber of industries through which its influence is transmitted. It is 
more realistic to assume that, as the impulse given by the change 
in demand is transmitted from one industry to the next, a part of 
its force is lost, because the income recipients of every industry 
purchase the products of industry A with which the change in 
demand originated and because of the possibility that the increased 
demand may be met by enhanced imports or that some of the 
additional purchasing power may be hoarded. Thus a growing 
proportion of a, the original value change in demand, is neutral- 
ized as the impulse to expansion is transmitted through an increas- 
ing number of industries. If the rate of reduction in a is constant, 
the force of the impulse declines at every step in transmission in 
the manner of the successive terms of a decreasing geometric series, 
whose first term is a and ratio is q = 1 — p, where p comprises the 
portion of income hoarded as well as spent on the products of 
industry A and on imported goods.” Vhe change in output for the 
economy as a whole may then be measured by the sum of the terms 
of this series, which for the sake of simplicity is assumed to be 


infinite: S = a - 7 since 1—q=p. 


1 Cf. Pigou, A. C., Industrial Fluctuations (2d ed., London 1929) ch. v. 

* This case should not be generalized. It was first described by Alfred Schwoner in 
Archiv fiir Sozialwissenschaft und Sozialpolitik, vol. \xiii (1930), pp. 43-63, and later 
by R. F. Kahn, “The Relation of Home Investment to Unemployment” in Economic 
Journal, vol. xli (1931), pp. 173-98. 
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In the literature on the subject it is usually assumed that what- 
ever the differences among various processes of transmission — 
whether the amount added to purchasing power flows in a single 
block from one industry to the next or is broken up in trans- 
mission among several industries, whether the entire amount is 
transmitted or a progressively decreasing portion of it — the value 
change in demand never increases in transmission, but declines 
or at best remains constant. Such an assumption, however, can not 
be justified. 

One reason for an increase of a in transmission is the existence 
of stocks in every industry. The precise amount of the addition to 
stocks necessitated by an increase in demand for the products of 
the industry depends upon the ratio of stock turnover. If the sales 
per time unit of a particular industry are designated as r and the 
stocks requisite to maintain these sales as m, then an increase in 
sales to r+ a will call for stocks of m+ am/r. However small m/r 
may be, the demand of the industry during the period of stock 
replenishment and enhancement will exceed normal demand by 
an amount greater than the increase in sales. 

Another reason for the strengthening in transmission of the 
stimulus to expansion lies in the influence of fixed rather than of 
working capital. If an increase in demand equal to a is transmitted 
directly or indirectly to an industry whose output can be aug- 
mented only with the expansion of its plant, the increase in de- 
mand by this industry will be equal not to a but to a+a:be, 
where b stands for the proportion of a represented by depreciation 
charges, and c for the useful life of the equipment used in the 
production of a; in the calculation of c it is assumed that the pro- 
duction period of a is equal to one time unit. Whatever the mag- 
nitude of bc, it is obvious that when an increase in demand results 
in new investment in fixed capital the stimulus to expansion is 
strengthened. In general the effects of an original increase in de- 
mand are the more cumulative the greater the number of indus- 
tries in which it induces additional investment of working and 
fixed capital. 
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It is clear now that, given the magnitude of the initial change 
in demand, its total economic effect depends upon the number of 
industries to which it is transmitted and the degree of modifica- 
tion of its original strength in the process of transmission. Both 
of these variables are influenced by the following factors, which 
may be regarded as stabilizing forces tending to restore equilib- 
rium: 

(1) A change in supply. If the output of a certain industry is 
increased, the enhanced demand of those who obtain their income 
from this industry and later also of the indirect beneficiaries of 
this increase leads to a progressive expansion of production. ‘To 
the extent, however, that the increased demand is directed toward 
the products of the industry of primary expansion it is met by an 
already augmented supply. It does not induce an additional in- 
crease in production. The impulse to expansion is stopped at this 
point. 

(2) Elimination of purchasing power from circulation. When 
the increased demand is met by imports from abroad or when the 
additional income is hoarded, domestic production does not ex- 
perience a stimulus to expansion. 

(3) Price changes. Should the increase in demand lead to a rise 
in prices the impulse to expand production is weakened as the 
purchasing power of money declines. 

(4) Compensatory changes in demand. These are important as 
an offsetting factor in all types of demand changes including the 
one discussed here. 

The mode of operation of each of these factors will be analyzed 
separately in the following sections. 


II 


Let us consider a limiting case of a change in supply counteracting 
a change in demand—the case of a simultaneous and properly pro- 
portioned expansion in the production of the entire economy. The 
change in demand induced thereby is not transmitted at all, for 
the increase in aggregate income is just sufficient to remove from 
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the market the additional supply of goods. This follows also from 
the formula S =a/p. The percentage of the additional income ex- 
pended in the purchase of the goods in the production of which 
the income originated is in this case equal to 100 because there 
is a perfect correspondence between the structure of production 
and the structure of consumption (the distribution of expendi- 
tures among various goods) ; therefore p=1 and S=a. 

Ordinarily, the smaller p* is, the more links must there be in 
the process of transmission. For example, if the original expansion 
is limited to the production of table glassware, the aggregate in- 
come of the economy must be enhanced by a very large multiple 
of the costs of production of additional glassware before the latter 
is completely disposed of and all the derivative additions to de- 
mand for other goods are completely satisfied and cease to disturb 
the equilibrium. This is simply another way of stating the self- 
evident proposition that the transmission of changes in demand 
is a consequence of the social division of labor; the number of 
links in this process is the smaller, the greater the proportion of 
additional purchasing power expended by the consumers upon 
the products of the industry with which the addition to their 
income originated. 

In the following we deal with two distinct types of partial 
change in production. In the first type the production change is 
not followed by any alteration in the distribution of purchasing 
power among the various kinds of expenditure. In the other, the 
distribution of expenditures is changed so that, with prices re- 
maining the same, the demand for goods whose production in- 
creased rises to such an extent as immediately to absorb the aug- 
mented supply. It is obvious that such a development tends to the 
restoration of the equilibrium which existed before; it is possible 
only in the presence of a latent demand for the products of the 
industry of primary expansion. The fact that output was not in- 
creased before to satisfy this demand is to be charged to the inade- 
quate understanding by the producers of the market situation. 


*p is always a proper fraction. 
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If the proportion of the average consumer’s budget spent on 
the goods whose supply is increased is not particularly large—it 
would not be in the normal case—the increase in demand initiated 
by the expansion in production must be transmitted to a large 
number of industries before the entire original addition to output 
is absorbed. The process of transmission takes time, often a very 
long time, during which a part of the additional output remains 
unsold. In many cases the producer will not be in a position to 
wait long enough; in other instances, depressed by the temporary 
absence of buyers, he will change his opinion about the ultimate 
marketability of his product and will govern himself accordingly. 

This difficulty does not arise if the additional output can be 
sold without undue waiting. Suppose, for instance, that as the 
additional product n comes on to the market the factors engaged 
in this branch of production are paid in full. If n is sold out then 
the decline in the demand for other commodities caused by an 
increased purchase of n is fully offset by an increase in the demand 
for them on the part of the factors which produced the additional 
quantity of n. Under these circumstances there is no transmission 
of the stimulus to expansion. The aggregate production of the 
economy is increased only by the value of the additional output 
of n. It appears therefore that when the increase in output finds a 
ready market no expansion of production in addition to the origi- 
nal increase need occur. One of the conditions which make this 
possible is that the sale of the additional output and the payment 
of its full costs of production coincide in time. 

A considerable expansion in aggregate production will occur, 
however, if the additional output can not be sold in its entirety 
until national income is correspondingly increased by transmission 
of the original stimulus. If the manufacturer can wait long enough 
the transmission will take place and both the national income and 
the social product will increase by a large multiple of the original 
addition. It is likely, however, that the excessive supply will de- 
press prices and reduce profits in the industry of original expan- 
sion and thus transform an expansion into a contraction. There- 
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fore a partial increase in production can serve as a stimulus to 
expansion elsewhere only if the cost factors involved in that in- 
crease are compensated before the additional output reaches the 
market. 

To a certain extent this is always the case because wage disburse- 
ment intervals are for most goods shorter than the length of their 
production period. The existence of such a time difference will not 
suffice, however. In order that the additional output of a particular 
commodity may find ready buyers it is necessary that national 
income increase in the same proportion as the production of this 
commodity, that is, by an amount equal to the value of the new 
output divided into the percentage of national income normally 
spent for the commodity in question. This requires a considerable 
time spread between marketing and cost disbursement.’ Its mag- 
nitude is a function of the frequency of wage disbursements and 
of the length of the production period. Since the former may be 
taken as constant, attention must be centered on the latter. If the 
technique of production remains unchanged the length of the 


production period depends upon the time which it takes to pro- 
cure the necessary means of production. Should labor power be 
easily available, raw material stocks plentiful and equipment ready 
for use, the production period will be short; it will be much longer 
if raw materials and equipment must first be produced in their 


+ The slowness with which the growth of demand follows increased production may 

be illustrated by a hypothetical example, the calculations in which are based on 
assumptions favoring a speedy adjustment. A consumers’ good industry begins to 
manufacture a product finished in four time units and having a value of a. The 
transmission of the stimulus to other industries occurs under the following condi- 
tions: (1) the costs of production of the consumers’ good are divided equally into 
wages and raw material payments; (2) wages are paid at the end of each time unit, 
and the full raw material requirement of each production period is secured and 
paid for by the end of the first time unit; (3) the demand for consumers’ goods to 
the full extent of income received begins one time unit after the receipt of wages; 
(4) the production of consumers’ goods and raw materials is resumed one time unit 
after their sales; (5) the length of the production period in all branches of the 
economy is four time units. After eight time units it will appear that we have 17/8 a 
of consumers’ goods on the market while the demand is only 173/128 a. Even if the 
entire addition to income is spent on the additional output, the industry is for the 
moment in a condition of overproduction. 
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own turn. It may be said, therefore, that for the economy as a 
whole the lower the degree of utilization of existing plant capacity 
and the larger the raw material stocks, the smaller is the likelihood 
that the expansion of production in a particular branch will trans- 
mit itself to other industries. 

We have assumed so far that the quantity of purchasing power 
distributed with an increase in production is equal to the value 
of the additional output. In reality, however, the quantity of pur- 
chasing power is smaller. The price of goods exceeds their cost by 
the amount of profits, to which for the purposes of the present 
discussion we should add the cost of borrowed capital paid as a 
rule after the goods are marketed and from the proceeds of the 
sale. Nor are the depreciation charges, which are included in the 
price of the goods, necessarily disbursed before the goods are 
brought to the market. The addition to supply is therefore greater 
than the increase in demand by the difference between the value’ 
of the supply and the costs disbursed in the course of its produc-' 
tion; this difference remains unchanged in the process of trans-. 
mission. It follows that every expansion in production, whether it 
be particular or general, which arises under conditions of equilib- 
rium disturbs it and paves the way to a severe reaction. 

The existence of a spread between value and disbursed costs 
modifies our assumption as to the two types of partial expansion 
discussed above: the increase in production which evokes a latent 
demand and is therefore not transmitted to other industries, and 
the increase which stimulates production throughout the econ- 
omy. The first type of increase is really impossible: even in the 
presence of latent demand a partial expansion will tend to over- 
production because disbursed costs, which enhance the purchasing 
power of the consumers, are less than the price of the additional 
output. For the second type of increase the condition of the prece- 
dence of cost disbursement becomes even more important; only 
its materialization can offset the lag in the upward movement of 
demand for the additional output caused by the slowness with 
which derivative demand becomes effective and by the inadequacy 
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of the primary demand. As indicated above this is more likely to 
occur when the expansion in the output of consumers’ goods is 
preceded by the production of the equipment and raw materials 
used in its manufacture; for thereby the appearance of the finished 
product on the market is considerably delayed. Moreover since 
much of the newly manufactured productive equipment is dura- 
ble, only a part of its value will be represented in the price of the 
additional output of finished goods. If the full cost of this output 
is distributed before it is ready for sale, the process of transmission 
of the expansion stimulus will be set into motion; the process will 
be the more intensive the less the stimulus is neutralized by the 
absorption of a part of the additional output. In this way the prob- 
lem of overproduction, though not solved, is shifted into the fu- 
ture. It reappears when the additional output does come upon the 
market, especially if its price happens to include the value of all 
the production instrumentalities used in its manufacture, because 
the purchasing power available for its absorption represents only 
the aggregate of disbursed costs and not its full price. 

The tendency to overproduction is thus temporarily inhibited 
if demand increases more rapidly than supply because the com- 
pletion of the production process lags behind the disbursement of 
costs; but even if the production process is particularly round- 
about and protracted this acy will eventually manifest itself. 
The danger of a crisis is actually eliminated only with the appear- 
ance of “pure demand,’ that is, demand which is not in any way 
connected with an addition to supply. The function of this new 
purchasing power, created through bank credit expansion or 
through dishoarding, is merely to close the gap between disbursed 
costs and the value of the additional output. If for the sake of sim- 
plicity we assume that the difference between the two is reduced 
to profit, the economic service rendered by pure demand may be 
described as the financing of profits until the additional output is 
sold and the realized profits are disbursed. In practice expansion 


1 This term is adopted from Koopmans, Johan G., “Zum Problem des ‘neutralen’ 
Geldes” in Beitraége zur Geldtheorie, ed. by F. A. Hayek (Vienna 1933), pp. 211-359. 
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is supported by the tendency to replenish and increase stocks at aa 
the beginning of a revival. If the enhancement of stocks does not Niet 
pass beyond the point of absorbing the difference between dis- aes 


bursed costs and value, it remains merely a temporary phenome- on 
non; the additional stocks vanish as soon as all the productive 
factors responsible for the additional output have expended their pre 
income. Short lived though it may be this form of pure demand is cag 
an absolutely indispensable condition of revival. A revival in Th 
which dishoarding or increase in bank loans does not precede the ie 
expansion in monetary circulation induced by the immediate re- aad 
quirements of production is in danger of coming to an abrupt end. 1 

The success of a partial expansion in production depends upon 


me 





the reconciliation of two discrepancies: the monetary difference he 
between disbursed costs and the price of the new goods, and the img 
time difference between the period of growth of national income diti 
to a level corresponding to the absorption of the additional output by ; 
and the production period of this output. The relative magnitude add 
of both discrepancies depends upon the degree of utilization of Sai 
the existing productive capacity which is also an important meas- ni 
ure of the cyclical condition obtaining at the time. The higher the ties 
degree of utilization the greater is the force of the direct impulse the: 
to expansion afforded by an increase in demand and the less is the and 
danger of a collapse; in other words, an increase of demand is of T 
greater general effectiveness in the phase of prosperity than in de- pro 
pression or in early revival. ticiy 
The preceding discussion leads to two fundamental conclusions. hasta 
Building upon the assumptions underlying our theoretical con- on 
struction, which do not deviate far from reality, we conclude that ten 
new long term investment of capital is not merely a particularly pm 
effective factor in revival but is indispensable to the unhampered Sch 
diffusion of a partial expansion in production. A revival based whe 
upon an expansion in consumption, which many economists ex- es 
aggerating J. B. Say’s théorie des débouchés believe possible, is 
inconceivable except in the highly improbable cases of a consider- Ps 


able addition to purchasing power by consumers’ credit agencies 
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or of the consumption of capital on a large scale. The other impor- 
tant conclusion is that, even in the presence of new long term 
investment, revival is apt to terminate in overproduction if the 
increase in effective demand is limited to the aggregate costs dis- 
bursed in connection with the primary and derivative enlarge- 
ments of production. In a revival the increase in demand must 
precede cost disbursements, and the new investment in working 
capital must exceed the immediate requirements of production. 
This condition is satisfied most easily and most commonly through 
the replenishment and increase of stocks, which thus appears to be 
an important prerequisite of successful revival. 

The revival of production is facilitated by two factors. One of 
them is that the partial expansions which inaugurate revivals gen- 
erally include more than one or two commodities. To grasp the 
importance of this fact it is necessary to recall that one of the con- 
ditions of a successful expansion is that national income increase 
by an amount equal to the product of the value of the original 
addition to output by the reciprocal of the proportion of national 
income normally expended upon the purchase of the commodity 
or commodities in question. The larger the number of commodi- 
ties included in the original expansion, the smaller is the excess of 
the required increase in national income over the additional output 
and the less is the danger of the failure of expansion. 

The other factor is that in a revival an additionai increase in 
production in excess of the existing demand results from the an- 
ticipation of a future enhancement of demand. We designate such 
increases as primary expansions of the second order. They differ 
from primary expansions in that they are induced by the impres- 
sion of a previous disturbance in equilibrium. Such increases un- 
dertaken by the “crowd” of entrepreneurs (as distinguished by 
Schumpeter from the leaders) may support primary expansion; 
when, however, the additions to output resulting therefrom reach 
the market, potential overproduction becomes aggravated.! 


*In business cycle theory this phenomenon was treated, but from a different point 
of view, by D. H. Robertson in A Study of Industrial Fluctuations (London 1915). 
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In general the considerations which apply to the effect of ex- 
pansions on economic equilibrium hold also for the influence of 
contractions in production. The conclusions, however, cannot be 
simply reversed. The important difference between the two is due 
to the fact that there is less resistance to the diffusion of contrac- 
tion stimuli. The possibility that the process of transmission will 
be quickly halted is here of minor importance. The economic 
effect of contractions is in the normal case much more potent; the 
transformation of a partial recession into a general contraction of 
production and employment occurs more readily than the spread 
of expansion from a few industries to the entire system. 

In contrast with the case of a partial increase in production, the 
parallel movement of cost disbursements and supply values occurs 
quite commonly when production is reduced. In an expansion in- 
creased profits are not disbursed as rapidly as additional costs, but 
with a shrinkage in output profits are reduced simultaneously 
with a reduction in employment and wage disbursements. Never- 
theless it is true that the same relationships are important in the 
transmission of contraction as in that of expansion—the time 
spread between the disbursement of reduced costs and the reduc- 
tion of supply on the market, and the value difference between the 
reduced supply and the disbursed costs. The latter, that is, a reduc- 
tion in disbursed costs exceeding the diminution in the value of 
the supply, is conceivable for those goods the production of which 
was previously carried on at a loss; if the funds formerly employed 
in the financing of these losses are not used elsewhere, the primary 
and derivative demand will shrink more than the supply. Another 
manifestation of the same relationship is the hoarding of that part 
of the sales proceeds which represents depreciation charges; this 
phenomenon, quite common during the depression, leads to a 
contraction in the manufacture of producers’ goods, a reduction 
of income disbursement to consumers and hence in a shrinkage of 
demand for consumers’ goods greater than the simultaneous re- 
duction in their supply. 

If disbursed costs decrease more than the supply, which occurs 
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also when they are reduced before the supply is diminished, it 
is impossible to equalize the reduction in demand with the reduc- 
tion in supply; such a contraction sets in motion the protracted 
process of successive shrinkages in production. 


III 


The second group of factors which bring to a standstill movements 
initiated by an increase in demand comprises all those phenomena 
which deprive the new purchasing power of its effectiveness in 
evoking new production. A very important method of neutralizing 
purchasing power is to draw upon existing stocks in meeting the 
increased demand. Depletion of stocks is practicable, however, 
only in one phase of the cycle, during the depression, but then it 
is very widespread. It is particularly effective as a retarding factor 
when old stocks are used to meet the new demand induced by 
emergency public works of a relief character. The extent of its 
operation is shown in recent statistical studies which indicate a 
decline in the stocks of manufactured consumers’ goods in the sec- 
ond half of the depression.* 

Which stocks are drawn to meet the new demand—those held 
by retailers and wholesalers or the unsold output carried by manu- 
facturers—is irrelevant to our discussion. What is important is 


the use to which the proceeds from the sale of stocks are put. In 


general it should be said that the increase in demand is fully met 
by available stocks only if the funds thus realized are hoarded; if 
they are deposited with banks and re-lent by the latter, the stimu- 
lus afforded by increased demand is transmitted elsewhere though 
to a quite different section of the economy and with considerable 
delay. 

From the short time point of view the satisfaction of increased 
demand by an enlargement of imports is equivalent to hoarding 
of the proceeds of stock sales; the long run effect of larger imports 
is, however, an expansion of exports. 


*In this section I have drawn heavily upon discussions with Dr. J. Kemenyffi of 
Budapest; we have frequently discussed also the other parts of this paper. 
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The diffusion of expansion stimuli may be halted also by a change 
in the value of money. This is self-evident; when money depreci- 
ates an increase in that quantity of it which operates as a demand 
for goods is only nominal while the quantity of goods remains 
unchanged. We will consider here only the effects of those price 
changes which are the direct resultant of partial changes in de- 
mand; for this purpose we do not assume here as we did above that 
the elasticity of supply is infinite, that is, that output may be in- 
creased without a rise in unit costs. 

As soon as we take account of the imperfect elasticity of supply 
we are forced into making certain assumptions as to the responsive- 
ness of demand to price changes. Where the elasticity of demand is 
equal to one, the effect of a partial change in demand depends 
entirely upon the degree of elasticity of supply: the higher supply 
prices rise with an increase in quantities demanded, the smaller is 
the increase in real demand among all strata of consumers. This 


price rise, however, signifies only that the primary holders of addi- 


tional purchasing power receive less for their money than they 
would have if prices remained unchanged. The increase in the 
real output of the industry which they patronize is less than it 
would have been under stable prices, but the monetary proceeds 
of the industry’s sales rise as much. The expansion in the indus- 
try’s demand as measured in money is therefore just as great. 
Should prices of the goods which it purchases remain unchanged 
and should price stability obtain also at all the following stages of 
the transmission process, expansion will, beginning with the sec- 
ond link, follow the pattern described in the preceding sections. 
The only difference of this expansion from that which develops 
under the condition of rigidly fixed prices is that the increase in 
real demand is smaller; this reduction originated with the indus- 
try of primary expansion and is determined by the rise in the price 
of its product. The transmission of expansion stimuli is halted 
when the prices of all goods demanded by a particular group of 
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recipients of additional purchasing power and by all the remain- 
ing groups to which that purchasing power successively passes rise 
as much as the nominal effective demand, that is, when the elas- 
ticity of supply in the industries supplying these goods becomes 
equal to zero. 

It is obvious that a real increase in demand throughout the 
economy will occur if the increase in nominal demand is very 
large or if the margin of unused productive capacity is very small. 
This is especially the case if the initial expansion in demand is 
directed to a small number of industries; should the prices of their 
products rise it is possible to transfer means of production from 
other industry groups and thereby raise the elasticity of supply in 
the industries of primary expansion. 

A modification of the assumptions concerning the elasticity of 
demand will not fundamentally change the above conclusions. If 
this elasticity is greater than one the appearance of a primary in- 
crease in demand for certain goods may lead to a paradoxical 
result—to a reduction of the total demand for them. In any event 
a high elasticity of demand will reduce the effect of a primary 
increase in demand below the limit set by the depreciation of 
money; at its lowest, however, real demand will not sink below the 
level which obtained before the primary increase set in. When 
prices rise a high elasticity of demand releases purchasing power 
from the uses to which it was previously put. If these funds are 
hoarded elasticity of demand becomes an independent factor in 
determining the structural changes in aggregate demand. Hoard- 
ing is unlikely, however, because money is depreciating. Funds 
which are no longer used for the purchase of goods whose prices 
have risen are as a rule employed elsewhere. 

If the elasticity of demand for goods wanted by the direct and 
indirect beneficiaries of an increase in purchasing power is less 
than one, additional funds necessary to circulate these goods are 
obtained through a reduction in the purchase of other goods, dis- 
hoarding or an increase in the velocity of monetary circulation. 
In the first case a low elasticity of demand results in the shifting 
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of some types of demand, but has no influence upon the aggregate 
real demand. That influence comes to the fore in the case of dis- 
hoarding or increase in velocity, both of which are very likely to 
occur when money is depreciating. A low elasticity of demand for 
goods directly affected by the primary expansion of demand tends 
thus to counteract the retardation by price increases of the growth 
in aggregate real demand.* 

At this point it is necessary to distinguish two types of primary 
demand increases: one in which the additional purchasing power 
is used for the procurement or production of producers’ goods 
which will sooner or later eventuate in an increased output of 
consumers’ goods, and the other in which the additional purchas- 
ing power is used to finance increased individual or collective 
consumption or increased exportation. The problems raised by 
the first type of demand increase were discussed in the second 
section of this paper. It appeared there that the chances of an un- 
hampered diffusion of a partial production increase are high only 
if it is connected with the production of durable producers’ goods. 
The probability of such a connection is greatest under conditions 
of a high degree of utilization of the existing productive capacity; 
we ignore the possibility of rapid technological advance and high 
liquidity of capital market, which under certain circumstances 
permits a considerable amount of new long term investment even 
when existing capacity is not adequately utilized. In the second 
section we disregarded the effect of price increases which must be 
taken into account here. Because of the presence of this factor the 
significance of capacity utilization is not as definite here as it ap- 
peared above. On the one hand a high degree of utilization facili- 
tates the diffusion of the tendency to increased production, but on 
the other it favors price raising which weakens the stimulus to 
expansion. 


1 We have presented here in very rough outline the outstanding points in the rela- 
tionship between the increase of prices and the general economic incidence of 
changes in demand. In this we have drawn heavily upon the article of R. F. Kahn, 
loc. cit. More recently Koopmans, loc. cit., analyzed the problem in a more compre- 
hensive though less satisfactory manner. 
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In dealing with the second type of demand increase we are not 
primarily concerned with the addition to domestic supply; nor is 
there any danger of overproduction because the absorption of the 
additional output is assured by the existence of the additional de- 
mand. Its effectiveness in inducing revival depends upon the vol- 
ume of the transmission process, that is, the number of industries 
indirectly affected by the primary increase in demand and the 
extent to which they are stimulated. Should we disregard the 
stabilizing factors (2) and (4) the volume of the transmission 
process would appear to be a function of the extent of price change. 
If prices shoot upward, the general effect of a partial increase in 
demand remains slight; but if prices are stable or rise slowly, the 
process of gradual expansion in real demand is not halted. This 
means that the transmission of a demand increase of this type 
encounters no serious obstacles; and the resistance to it is the less, 
the lower the degree of utilization of existing productive capacity. 
This is the strongest argument for public works of a relief nature, 
which aim at long term investments of social utility. The negative 
incidence of the stabilizing factors (2) and (4) can in part be 
forestalled by the proper handling of these “labor creation” 
schemes; what is left of it can not outweigh the advantages of 
expanding public works without simultaneously increasing mar- 
ketable supplies during a depression. 


Vv 


The fourth factor leading to a restoration of equilibrium, after 
the partial increase in demand is in process of transmission, is a 
compensating change in demand at a different point in the system. 
This is quite obviously the case when consumers shift their de- 
mand from one commodity to another. Thus the concept of pur- 
chasing power transfer is a familiar argument in demonstrating 
the neutrality of many dynamic phenomena in reference to the 
volume of national income, although on closer analysis most shifts 
of this type appear to be much less neutral than is usually assumed. 
This problem is, however, outside the scope of our paper. We are 
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concerned not with transfer spending but with changes in demand 
induced by a change in the quantity of circulating money or in 
the velocity of its circulation. Even such demand changes may be 
offset by compensatory alterations in the demand for other goods. 
Neutralizing processes of this type are numerous, and their out- 
come differs from one situation to another. It is very difficult, 
sometimes impossible, to deal with them on the level of abstract 
analysis. I will therefore content myself with two examples. 

In a small agrarian country which exports its agricultural sur- 
pluses and for which agricultural prices are determined in the 
world market quite independently of home demand, an increase 
in this demand will not be transmitted very far partly because of 
the peculiarities of agricultural production. Since the capacity of 
most branches of agriculture is fully utilized irrespective of de- 
mand, an increase in the home demand for foodstuffs, released 
through government labor creation schemes in the industrial 
sphere, will in the short run fail to induce any appreciable increase 
in the supply of agricultural products. Nor will agricultural prices 
rise since they depend upon world market conditions. The only 
consequence of an increase in home demand will be the reduction 
of agricultural exports; to this extent the increase in home demand 
is neutralized by the decline in foreign demand and its transmis- 
sion prevented. 

Another case of neutralization more important practically is 
that of an increase in payrolls offset to some extent by a cur- 
tailment in unemployment relief disbursements. If increased em- 
ployment involves “saving on the dole,” demand will increase only 
by the difference between the costs disbursed in the course of pro- 
ducing the additional output and the amount of saving on the 
dole. This, however, is true only if unemployment relief is financed 
by borrowing. Should relief funds be drawn from the proceeds of 
the income tax, the amount saved on those formerly unemployed 
would be made available for the personal consumption of the tax- 
payers. In that case demand increases by the full amount of the 


additional cost disbursements. 





FREEDOM AND SCIENCE 
BY EMIL LEDERER 


Sapere aude 


Ir 1s just twenty-five years ago that the question as to whether 
values and evaluations can be a matter of scientific proof was 
brought up at a meeting of the Verein fiir Sozialpolitik in Vienna 
(1909) . At that time Max Weber and Werner Sombart defended 
the opinion that in the social sciences only facts and certain uni- 
formities can be “proved” in the sense in which the word is used 
in the natural sciences; that all valuations and decisions in the 
social field are strictly personal. They might run counter to our 
preferences, they might be fantastic or incredible, but they cannot 
be scientifically refuted. For example, whether our civilization 
should be preserved or destroyed, whether human life should be 
protected or regarded as indifferent, are beliefs involving quite 
different evaluations, and are not capable of scientific proof. But 
it is only if the worth of civilization, the dignity of human life, are 
accepted that the social and biological sciences acquire importance. 
They have no intrinsic worth in themselves. 

It was very shocking to the old professors at Vienna, who had for 
a long time been advocating a moderate progressive policy with 
health insurance, old age pensions for workers, free trade and so 
on, to be told that all those advanced goals were from the point of 
view of science no more inherently defensible than a program of 
ruthless oppression exerted by a despotic government. But to the 
members of the younger generation this point of view was more 
acceptable. Their interest turned toward theory, and they wished 
to concentrate on the immediate problems of their material. There 
was a reaction against the historical school, with its endless collec- 
tion of data, its uncritical temper, its contentment with cheap 
compromises made necessary by its lack of constructive ideas; and 
on the basis of epistemology scholars began to waive all value judg- 
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ments, to content themselves with an objective analysis of facts 
or of specific relationships, such as the processes of the market. In 
the field of history it was recognized that facts must also be eval- 
uated, that centers of emphasis must be established and the facts 
grouped around them—but the historian felt pretty sure about 
his “objectivity” if he tried to determine his centers of emphasis 
by a strict consideration of the facts. Naturally it was an almost 
insoluble task to build concepts entirely out of facts and refrain 
from any evaluation when the problem in hand was to reproduce 
adequately the whole life of a time, including such insubstantial 
“facts” as its ideas and ideals. In order to overcome these difficul- 
ties, scholars endeavored with the most painstaking care to be 
aware of all apparent and hidden and subconscious influences 
coloring their ways of thinking, their evaluations, their selection of 
material. 

This reaction was also in answer to the contention of Marx that 
“objectivity” is not likely to be found in the realm of social science, 
as the scientists themselves belong to social groups and are subject 
to the influences of their subconsciousness, which again is directed 
and guided by their interests. The development of a sociology of 
knowledge revealed the fact that even if ideologies can be avoided 
we are still and must remain exposed to deeper and quite intan- 
gible influences which are at the very basis of our thinking. In 
handling the same set of facts the conclusions of different scholars 
will show quite different results because of ineradicable differences 
in their whole cultural heritage, and no single approach can be 
considered above all others to be the only valid one. Thus from 
various directions intellectual processes were subjected to a search- 
ing analysis which could not fail to work important changes in 
scientific thinking. 

In the light of these inherent limitations on any final and incon- 
trovertible conclusions Max Weber declared that it was no part of 
the function of science to devote itself to ideals or programs of any 
kind. By the strictest self-control, disregarding even the generally 
acknowledged ideals of the time, he hoped to clear the field and to 
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attain a perfect “objectivity.” One can hardly overlook the close 
connection between Max Weber’s attitude and the discipline of 
Puritanism. Just as Puritanism bars all personal satisfaction from 
life and requires a veritable asceticism in private existence, so the 
strict rigor of Weber’s analysis excludes all subjective overtones 
and undertones and reaches toward a cool clarity and order. His 
high morale became the guiding star for the sociological and his- 
torical work of the last generation, and the principles he pro- 
pounded were the rod by which they measured their achievements. 

The epistemological analysis has been of excellent service to the 
social sciences, but it is far from solving all the questions involved. 
It may be acknowledged that there are contradictory evaluations, 
between which no choice can be made on purely scientific grounds. 
But from that it does not follow that we ought to forfeit our right 
of judgment about all values, or that there are not certain values 
which we are not only justified in denying but are even obliged 
to deny. Even if it were possible to do away with all bias, would 
we not thereby exclude from our work all its most important prob- 
lems? Would we not restrict ourselves to the mere observation of 
facts, to the mere accumulation of material without significant 
meaning? And while thus collecting facts can we, or should we, 
avoid that sudden lightning flash of intuition which fuses all the 
disjecta membra into one whole, and which is inevitably connected 
in some way or other with our personality? There are serious 
dangers in a prostrate surrender to the logic of epistemology, for 
in science as well as in life self-consciousness, although a produc- 
tive, creative power, is at the same time a destructive power if 
allowed to become master. Science is not an entity in itself, inde- 
pendent of the mysterious forces of life, and therefore it cannot be 
separated from its irrational human instruments. 

Thus there are two problems that challenge us. First, can we 
exclude certain values, discard them with certainty as non-values, 
as negative values? It is not, of course, implied that we can prove 
any one of the conflicting values to be the only valid choice. Sec- 
ondly, can we declare that science itself, in the light of its historical 
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development, implies certain values which cannot be discarded? 
And if this is so, what are the values thus implied? 

The first question is very difficult, because its solution rests on 
a definitely moral basis. Religion, and its requirement of faith, led 
to a firm and decisive point of view in such matters; the eighteenth 
century shifted the incidence of faith from religion to reason, but 
it still believed in a supreme authority; since then historical obser- 
vation has destroyed belief in authority and substituted for it the 
principle of relativity. This principle acknowledges any decision as 
possible and, with its extreme care to be impartial and unpreju- 
diced, it implies complete indifference and lack of responsibility,, 
in fact frivolity. Here is perhaps the pure logical consequence of 
the epistemological analysis. But can it be defended without any 
reservations? 

In a discussion of the question as to whether we have the right 
to refuse values arising in our time and generally considered harm- 
ful, a witty colleague of mine asked me whether I would be mor- 
ally aroused if I encountered in New Guinea a tribal chieftain 
enjoying a grilled chop carved from his grandfather, whether 
I would have moral objections to this mystical union of the gour- 
mand with his ancestor. I answered him that naturally I would not, 
but that I would most seriously object to seeing my colleague 
behave in that way himself, that in the light of his own and his 
people’s history I would even believe that such conduct was wrong 
and that he should be put in prison or, probably with better 
reason, into an insane asylum. 

In other words, I consider the contention that all values are 
scientifically of the same importance, that nothing can be said 
either for or against them, to be the view of a bloodless intellectual- 
ist who does not realize that values are not merely a matter to talk 
about at tea time, but the very substance of our life. Certainly 
Max Weber supported no such defeatism. He was fully conscious 
of the relativity of values, and he aimed therefore at perfect ‘“‘ob- 
jectivity.” But he was not beguiled by the formalism of logic to 
take the further step and assert that since all values are relative it 
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makes no difference what choice we make between them. He real- 
ized the bewilderment of the human mind when it has no guide, 
when neither religion nor reason furnishes direction for its aims. 
He himself was too proud and in too high degree a man to suc- 
cumb to this confusion, but he well knew that the average mind 
could not endure the necessity to choose its own way, without sup- 
port and advice from religion or from science. In this “battle of 
evaluations” he believed that decisions must rest ultimately on 
personality, that is on personal conviction. In those decisions our 
daimon is guide, and its dictates, dependent on the whole quality 
of personality, spring from a stronger and deeper force than arbi- 
trariness and personal desires. Relying upon the daimon is some- 
thing like the ancient belief in destiny, in which the prevailing 
historical situation, individual personality, and the right choice 
from among all possibilities are linked in a mysterious way. But 
in this Max Weber emphatically does not, as lazy minded relativists 
sometimes believe, give any sanction to mere arbitrariness. 

I believe strongly that some kinds of values are to be excluded 
and condemned because they would nullify the achievements of 
our past and—what amounts to the same thing—the very sub- 
stance of our being. I fully appreciate the logic of relativity, but 
I believe it cannot be defended against this consequence. Regard- 
less of all formal syllogisms we are assuredly not free in our selec- 
tion of goals and our choice of values. Certainly no one, unless he 
forfeit his right of being a character and a personality, can shift 
arbitrarily or according to the “circumstances” from one value to 
another. The laws we acknowledge by our whole being and living 
may not be broken in mere caprice, and arbitrariness cannot be 
granted as a value in itself. We are continually faced with problems 
that must be weighed and decided upon, and it must be recognized 
that the values involved are not mere dialectical toys but are inher- 
ent in the process of living. In other words, whatever its formal 
logic may be, the contention that we have a boundless freedom in 
evaluation cannot be translated literally into actual behavior. 

If this contention be applied to science itself, it is apparent that 
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there is an antinomy in its logic. According to its premises there 
could be no scientific argument against any evaluation, even an 
evaluation which in its consequences would entirely deny the 
worth of science by denying the importance of truth and of a duty 
for conscientious observation and deliberation. But if the worth 
of science is denied then the scientific thesis that I can neither 
prove nor refute any value, since it is propounded in the interest 
of scientific objectivity, is rendered ineffective. In short, if I de- 
clare as a scientific statement that science has no inherent worth, 
_then my declaration itself has no validity. If, however, in order to 
preserve the objectivity of science I admit that an evaluation that 
denies the validity of science must be excluded, then I have denied 
the original contention, which was itself put forward in order to 
assure the independence and objectivity of science. In the presence 
of such a dilemma it is obvious that this concept cannot be ac- 
cepted as a formal principle of belief. 

The same situation is found in the institution of democracy. 
Everyone in a democracy may think as he pleases. Every political 
creed may be defended. But democracy as a value, as a way of liv- 
ing chosen by a people, implies the exclusion of violence, intoler- 
ance, and a wilful imposition of blind discipline. Democracy 
accepted as a value dares to defend itself, to prohibit anything that 
endangers the free formation of public opinion. Just as the toler- 
ance of science toward the adoption of any evaluation does not 
mean a passive acquiescence in its own destruction, so the toler- 
ance of democracy toward complete freedom for the development 
of public opinion does not imply the sanction of movements aim- 
ing at the oppression of opinion and thus also of democracy. Formal 
freedom is a fallacy in itself if through the lack of will, energy and 
activity it leads to the surrender of freedom. 

Thus it is apparent that formal, pure “relativity” is an empty 
concept unless it is restricted by those principles which form the 
basis of honest thinking. To be a scientist necessarily implies that 
one believes in the importance of science and stands for the main- 
tenance and preservation of its conditions, a premise which was 
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never questioned by Max Weber. Otherwise science would be not 
a value in itself but a mere toy. 

One may believe, of course, that science has no value, that an- 
other approach (but what other could be broad and fertile enough 
to take its place?) should be used instead. But if science is accepted 
at all it is implicit in its very existence that it cannot be subjected 
to any creed. The history of European civilization is the best proof 
that scientific thinking, that science as a power in our lives, cannot 
admit the slightest dependence on dogmatic obligations. The nat- 
ural sciences could be developed only after religious dogmas were 
confined to their own realm, for only then were they free to choose 
their own hypotheses and thus pursue their own purposes. The 
social sciences require the same freedom to choose and, if neces- 
sary, to change their hypotheses and to form their concepts accord- 
ing to their own premises. And of course this process of choosing 
and perhaps changing their premises distinctly implies evaluation. 

No scientific thinking is possible without this deliberation of 
working hypotheses. In scientific investigation we have always a 
dim idea as to what may or may not be the center of our findings— 
a tentative picture in our subconsciousness or even in our con- 
sciousness, which is to be tested by our investigations and without 
which we would be only blind wanderers in a fog. Only one who 
has never worked in the social sciences will misunderstand this 
statement and believe that it involves fantastic construction or 
arbitrariness. Such results are avoided by careful consideration of 
all facts which may disprove the hypothesis. Thus a scientific 
work, even in the field of pure theory, must represent a synthesis 
of observation and constructive scientific imagination. As Kant 
has said, observations without constructive ideas are blind; con- 
structive ideas without observations are empty. Each is a safeguard 
against the dangers involved in an exaggerated dominance of the 
other. 

Thus it is clear that freedom of thought—and that means not 
only complete freedom in choosing working hypotheses, in aban- 
doning such hypotheses in the light of the facts, in questioning 
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hypotheses and the validity of facts, but also complete freedom in 
analyzing facts and in carrying on unlimited research, as far as 
our basic hypotheses require it —it is clear that this perfect free- 
dom is the indispensable basis of any scientific work and that we 
cannot relinquish it without reducing our work to wastepaper 
material. It is especially important in the social sciences, for they 
lack several of the procedural advantages of natural science. For 
one thing, facts in nature have not for centuries been considered 
controversial. With freedom of experiment granted, a common 
basis for analysis is created. Beyond that, there is scarcely any 
hypothesis in natural science which may be considered a partial 
or subjective evaluation. Once the existence of the sea monster is 
proved by reliable witnesses, no scientist will refute it on the basis 
of his assumptions. Facts are a final judgment on the hypothesis. 
Furthermore, natural science has the possibility of experiments 
which can be repeated as often as necessary, and the conditions of 
which can be changed according to the hypothesis that is to be 
confirmed or refuted. In the social sciences, however, it is impos- 
sible to isolate those facts that may be important, and no experi- 
ments are feasible. Much more depends on interpretation, and 
there is no fact which could not be distorted to prove a contention. 
Especially in politics facts will prove quite different assertions, 
according to our choice of a starting point and our evaluation of 
the facts themselves. Hence in the social sciences it is of the utmost 
importance that facts be examined from different points of view, 
without interference or restriction. 

It cannot be overemphasized that the real dangers to science are 
not its potential mistakes, not misdirected research or false hypoth- 
eses which may distort our views and lead us to overstate the facts; 
but it would be a real danger, fatal to science itself, if we re- 
nounced our freedom and if we as scientists delivered ourselves to 
a political or metaphysical creed, caging ourselves within the 
lattice of a dogma, abandoning our freedom of criticism, denying 
even the possibility that we might be wrong. In other words, if 
we do not fight for the truth as we see it, if we accept the dictator- 
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ship of dogma, all that we may think and do is reduced to irrespon- 
sible and useless verbiage. Those to whom this freedom seems 
mere anarchy will never understand the ideals of science. They 
can have no conception of the risks that are and must be involved 
in scientific work, or of the adventures that are offered by a science 
which is free, or they would not be willing to confine all thinking 
to the repetition of restricted dogmas and to think of science as 
military exercise directed by commanding officers who are them- 
selves told what commands should be given. But to transform 
research institutes, universities, libraries, publishing houses into 
barracks and to base all scientific work on slogans decided upon by 
a state authority means that science can have nothing to say that 
deserves attention. Even if thinking continues it is no longer 
creative, but is distorted into a mere mechanical process. If our 
basic creed is given as a dogma and taken for granted, if any defi- 
nite hypothesis—for example, that the Nordic mind is the only 
spiritual force, or that the class struggle is the only concept for 
interpreting the social and economic structure of history, or that 
Greek sculpture of the time of Praxiteles is the eternal measure for 
beauty—is prescribed and not to be questioned by any arguments, 
our reasoning is unnecessary. Reasoning or research will prove 
nothing when a dogmatic assumption is the source of truth. And 
if reasoning and research are not considered significant for cor- 
roborating our assumptions there is no reason why they should be 
listened to. They can be important only if our findings, our argu- 
ments or facts, may lead to a change in our hypotheses. Therefore 
a science resting on dogmatism is doomed, and all its reasoning 
becomes merely a waste of energy and time. 

Is this judgment concerned with politics rather than science? 
There are timid souls who would keep science aloof from politics, 
and that is all for the good so long as politics keeps aloof from 
science. But in the modern world “ein freies Volk auf freiem 
Grund” (Goethe) , a free people on free soil, can not stand any 
restriction of spiritual freedom. In former times the absolute 
monarchy could rest on force, on unlimited power exerted over 
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the masses, while the spiritual freedom of the few was not ques- ar 
tioned. When scientific activity can be confined to an esoteric we 
group even the most powerful and dictatorial regime may raise no se 
difficulties. I found in Japan that all socialistic and even commu- Tl 
nistic books were freely displayed in the bookshops, if printed in be 
a foreign language. Thus restricted to a small number of people co 
they could not endanger the policies of the gc vernment. But today ex 
the general ‘democratization of the spirit” makes it impossible for tin 
science to be confined to esoteric groups. The complicated pro- cal 
cedures of government and administration, of business, industry, the 
commerce, journalism, involve great numbers of men and they Co 
must be trained in scientific thinking. Either everyone or no one nit 
can have intellectual freedom. op 
But for a highly cultured people, literate and active, freedom of thi 
science means freedom of criticism, and the authoritarian modern bu 
state cannot endure criticism. In Germany scientific education int 
reaches very far and deep, so that scientific freedom—and that ] 
would imply freedom of criticism, free speech in the lecture halls, ent 
the tolerance of statements questioning the government’s policies of 1 
—would very quickly destroy the omnipotence of the government. the 
To be sure, the government exerts a monopoly of force, but it lim 
could not count on the free support of the people if it exposed it- pro 
self to the test of a really free public judgment. In Italy the points fave 
of friction are not so numerous and science is not supervised by wit 
the state so closely, although I do not suggest that Italian fascism enc 
is compatible with free thinking. Certainly it excludes the right of to | 
free speech and free criticism as rigidly as the national socialist hyp 
creed. But education is not so widespread as in Germany and the 
moreover Italian fascism has confined itself to economic dogmas non 
on the one hand, to an imitation heroism on the other hand, and pre 
therefore the state has not gone so far in developing a philosophy prol 
undermining the ethnical and spiritual basis of western culture. bey 
The student of political science will find that in a highly culti- tech 
vated nation the political system of a dictatorship is weak and and 


insecure in comparison with a democracy or constitutional mon- is re 
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archy. In modern nations business, industry and commerce, as 
well as government, require men who are able to think for them- 
selves. But an authoritarian state does not want them to think. 
They must be trained in a special profession, but they must not 
be independent. Therefore the state maintains a strict intellectual 
control, directly by censorship and propaganda, indirectly by an 
exhausting training which keeps the people so occupied that no 
time or energy is left for spiritual development. The government 
can feel secure only if its fundamental values are thus shared by 
the whole people or if a barrack spirit of acquiescence prevails. 
Compared with the regime in England since the beginning of the 
nineteenth century, which has given free play to every kind of 
opinion, or even with the imperial regime of prewar Germany, 
this political security is a rigid system, dependent not on strength 
but on mere force and violence, and destructive of the intellectual 
integrity of its people. 

It may be asked whether certain quite objective sciences, based 
entirely on evaluations which do not conflict with the evaluations 
of the state, could not be developed under such a regime, whether 
the scientific mind could not perhaps achieve more within definite 
limitations than in complete freedom, whether there are not many 
problems, such as mathematical economics (which is now the 
favored approach to economic science in Italy) that can be dealt 
with quite apart from all political issues. But in the social sci- 
ences every problem, every analysis, involves evaluations, and even 
to put a problem involves taking a position, if only for a working 
hypothesis. A restriction of our premises means a restriction in 
the scope of our thinking and in our research. Mathematical eco- 
nomics is no evidence to the contrary. Only special problems whose 
premises are not debatable can be dealt with by mathematics. The 
problems of economic structure and of structural changes are far 
beyond its range. However admirable it is in the subtlety of its 
technique, mathematical economics has no content of its own, 
and economic science must die of inanition if all work in this field 


is restricted to mathematics. 
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The future and even the present structure of our social and 
economic system can be adequately discussed only from different 
points of view. That is implicit in the very nature of the subject. 
It is a dynamic, moving system which can be grasped only by a 
versatile, flexible mind, free in its range, independent, and re- 
sponsive to the protean changes that confront it. To sever the 
essential communication between facts and principles—that con- 
stant interplay in which facts suggest and correct ideas, and ideas 
select, emphasize and interpret facts—means in the end to de- 
stroy science entirely. To acquiesce in such a program and to take 
refuge in the haven of restricted dogmas is a cowardly and ignoble 
escape from the complex system in which we live. I do not believe 
that any modern nation, in view of international competition and 
the compulsion of its own dynamic forces, can long afford to stamp 
and unify and fetter its people’s mind. If it does this it denies not 
only the search for truth but the very dignity of man, for it ob- 
scures those values that distinguish free men from slaves. 








GERMANY IN DANGER 


Concerning Oswald Spengler’s Latest Book 


BY HANS SPEIER 


I 


S PENGLER’s new book, The Hour of Decision,' adds little in the 
way of new ideas to his earlier works—or in fact, to those of a 
number of other writers around the turn of the century. Perhaps 
the most noteworthy fact in connection with this magisterial diag- 
nosis of the plight of the world is the tremendous sale it has had. 
The rumor that a book which indulges in skeptical remarks about 
those in power had actually been printed in Nazi Germany has 
attracted a host of readers outside the circle of Spenglerites proper. 

Originally the book was to have been called Germany in Danger, 
and at the moment when the National Socialists assumed power 
two thirds of the text had been printed. But since Spengler’s works 
are designed for posterity rather than for the fleeting moment, he 
did not feel called upon to undertake any revision, that is, except 
in the matter of the title, which considering the turn of events 
seemed rather misleading. For to Spengler the seizure of power by 
the Nazis did not constitute a danger: he lauds their discipline, 
and, by way of ultimate praise, characterizes them as Prussian. Yet 
the new work did contain several skeptical statements regarding 
the “zoological” conception of race as expounded by the Nazis, 
and held further that success in foreign policy is the sole measure 
of statesmanship and that modern nationalism is a movement in 
which the “people” (Volk) is replaced by the urban “crowd.’ 


* Translated from the German by Charles F. Atkinson, New York: Knopf. 1934. 
*In Politische Schriften (Munich 1933) the same views are more sharply pointed. 
At that time Spengler wrote, for example, that Realpolitik is not to be built up on 
race feeling, and characterized the ultra-Nationalist Vélkische group as the “jeunesse 
dorée of the present day.” He repudiated the cry of “Out with the Jews,” which 
he placed on a par with “Right or wrong, my country,” as “petty, superficial, nar- 
row-minded, and undignified” (p. 202 ff.). 
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In addition the author ventured to interpret nationalism as a his- 
torical movement which as such was doomed eventually to dis- 
appear. The expression of such views in Nazi Germany created a 
sensation. Even this modicum of sanity aroused secret admiration 
and public anger. The National Socialists disclaimed all gratitude 
to one of the most vociferous prophets of anti-humanitarian senti- 
ments and deeds. They chose to forget that in his earlier political 
writings Spengler had not only demonstrated how a naturalistic 
attack on rationalism may be utilized for political purposes but 
had also, as early as 1924, branded the republican regime as “a 
five-year orgy of incompetence, cowardice and meanness.”! 

Spengler, fancying himself as a being apart, despises professors 
almost as much as he does the masses, oblivious of the fact that he 
is indebted to the former for the ingredients of his philosophy of 
history and to the latter for his reputation. His appeal to the senti- 
ments rather than to the intellect of the reader is shown both in his 
style and his choice of words. His style consistently sacrifices pre- 
cision and discrimination to stridency and bombast. Like all writ- 
ers who address the crowd he has a penchant for turns of phrase 
which intrigue the fancy, such as “Faustian nations,” “physiog- 
nomic tact,” “the almost metaphysical distinction between goods 
and money,” and the like. His vocabulary, which is heavily inter- 
spersed with expressions from the sporting page, is particularly 
inappropriate to the ends he has in mind. Thus when Spengler 
seeks to disparage the Romantics, Haeckel included, and all those 
who do not concern themselves with reality in its technical, mili- 
tary and political aspects, he pronounces them incapable of “‘tack- 
ling’? a great novel, or a powerful tragedy. Phrases of this type 
are revealing. For to employ the same terminology in referring to 
works of art as in reporting a football game is not only an offense 
against taste but an unmistakable symptom of barbarism, that is 
to say of a climate of opinion in which culture is conceived exclu- 
sively in terms of hedonism and ruthless spoliation. 


1 Ibid., p. 200. 
* The Hour of Decision, p. 12 (translated literally as “setting on its legs’). 
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As is most flagrantly illustrated in Man and Technics, the only 
real distinction between Spengler and the barbarian proper is his 
capacity for clothing barbarism in literary forms. In The Hour of 
Decision he repeats his favorite statement: “Man is a beast of 
prey.” This brings to mind that description, more atrocious than 
the amateur photograph of a murder, concerning “the real man, 
who even in the cities of later periods of a culture at moments feels 
within himself the smouldering fires of the primitive soul”; or to 
pursue further the ecstatic outburst of the author at this point, 
knows “the intoxication of feeling when the knife pierces the flesh 
of the enemy, bringing to the triumphant senses wails and the odor 
of blood.” Spengler’s new book is no more gentle. It is now re- 
vealed that the human beast of prey in his pursuit of quarry turns 
upon the worker. If in the face of such a statement humor is 
in order, Voltaire’s famous reply to Rousseau after reading the 
Discours sur Vorigine de Vinégalité parmi les hommes would 
seem particularly pertinent: “I have received, Sir, your new book 
against the human race. I thank you for it. No one has ever dis- 
played such esprit in the attempt to prove us beasts. As one reads 
your work he is seized with a desire to go about on all fours.’”? 


II 


According to Spengler we are living in the age of world wars, and 
“behind” lurks a “second element,” the stupendous upheavals of 
the world revolution. This revolution, which has been in progress 
for more than a century, is in effect a struggle between the ruling 
classes and the ruled; a conflict waged not only in the social sphere 
but within the spiritual recesses of the individual. The “second 
phase” of the revolution has begun as an attack “in the back- 
ground” by the colored races on the white. The bulk of the book, 
however, is devoted to the first phase of the revolution, or as 


1Spengler, Oswald, Man and Technics (London 1932), p. 43. (Mr. Atkinson’s 
translation at this point does not do full justice to the German original.) 

2 Letter of Voltaire to Rousseau, August go, 1755. For a translation of the complete 
letter, see The Works of Voltaire, A Contemporary Version, 22 vols. (New York 
1901-03), vol. xxi, part 1, p. 223. 
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Spengler calls it the ‘“‘white-world revolution.” The author com- 
pares it with the social and political situation existing during the 
final stages of the Roman Empire, when values and culture were 
swept away by the clamorous frenzy of the rabble. The natural 
order of ranks has been displaced by social classes. The bald? intel- 
ligence of the great cities has swallowed up the “deep wisdom of 
the thrifty old peasant families.”* Misled by the scum of the liter- 
ati, professors, priests and jurists, the rabble advances claim to 
leadership. The crime of the bourgeoisie has lain in its acceptance 
of the concept of the proletariat formulated by calculating dema- 
gogues. As the forces of destruction wax in strength, the work of 
the “big and strong beasts of prey,” the statesmen and the con- 
querors, is gnawed away by the “human vermin.’’* The laborer 
becomes the idol of the time. By shortening the hours of labor and 
by excessive wages gained through political pressure, the union of 
party officials and labor leaders is able to “avenge the underworld” 
upon the captains of industry who, thanks to “the accident of 
birth,” are endowed with talent and position. The world eco- 
nomic crisis which is tantamount to the annihilation of an econ- 
omy is the climax of the “deliberate workings’* of the revolu- 
tionaries. 

It is customary among most reactionaries to preserve a dignified 
silence regarding their own shortcomings. Nor is Spengler con- 
cerned with the bad investments made by the economic magnates 
whose interests he serves. The working class, if he had his choice, 
would toil at least twelve hours a day, as in the early capitalistic 
period.® To him every increase in wages and every rise in taxation 
represents a deliberate plundering of entrepreneur profits.6 He 
still expatiates on the good workers who have risen to a position of 


1 The Hour of Decision, p. 88. In the English text this is translated “cold,” one of 
the numerous improvements for which Spengler is indebted to his translator. 

*Ibid., p. 88. 

*Ibid., p. 145. 

*Ibid., p. 149 ff. 

5 Ibid., p. 108 ff. 

*Ibid., p. 112 ff. 


<a A fF ff 


oO. f fF oO ®D Fe Ss HO tf §*§ DH BO, at me 


ct 


rm" © rm “7A Oo 





GERMANY IN DANGER 235 


economic leadership, blissfully unaware that such workers exist 
only as classic exhibits in the museum of early liberalism. But 
when he holds the labor leaders responsible for the economic crisis 
with its millions of unemployed, Spengler is making his own orig- 
inal contribution. The idea is new even to him, being found no- 
where in his earlier writings. Crude as any catchword designed to 
drown out all rival catchwords, such an idea is eloquent testimony 
of the chaos into which German political propaganda has fallen of 
recent years. In Preussentum und Sozialismus, a book on a some- 
what higher plane, Spengler recognized a “lofty ethic’! in the 
class-conscious proletariat created by Bebel and, while dismissing 
Marx as mere “literature,” accepted Bebel’s party as a “socialistic 
fact’’?; at that time he still conceived the ethos of socialistic facts as 
a “superpersonal community,’’® such as he found among Prussian 
officers and bureaucrats. In 1920 he declared that “Marxism is the 
capitalism of the working classes.”* But in the course of the next 
thirteen years all distinctions faded away. Nineteenth century 
democracy has become in his eyes “bolshevism,” and he refers even 
to the Christian labor movement as “Catholic bolshevism.”” Now 
any variety of “‘socialism is nothing but the capitalism of the lower 
classes.”® This basic shift in value judgments can not be obscured 
by Spengler’s recent attempts to interpret his earlier writings in 
a way that would conceal the discrepancies.® For as his views have 
become progessively cruder, he has cut himself off from all possi- 


*Preussentum und Sozialismus (Munich 1920), p. 26. 

*Tbid., p. 81. 

*Ibid., p. 31. 

‘*Ibid., p. 75. 

° The Hour of Decision, p. 141. Spengler conceals from his readers that this state- 
ment was made by Karl Marx, who bent every effort to distinguish his own system 
from primitive communism, where the “physical direct possession” is the “one aim 
of life and existence.” “Such communism — since it consistently negates the personal- 
ity of man—is merely the logical expression of private property, which is the essence 
of this negation.” (Marx, Karl, Der historische Materialismus. Die Friihschriften, ed. 
by S. Landshut and I. P. Mayer, Leipzig 1932, vol. i, pp. 292-3.) Thus from a 
Marxist point of view there is no important distinction between this crude com- 
munism and Spengler’s veneration for ownership, luxury (the luxury of the rich, 
not of the working classes) and money. 

*The Hour of Decision, p. 188 ff. 
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bility of distinguishing between ‘materialism’ and “responsible 
will” in the socialist movement. From an opponent he has devel- 
oped into a slanderer. 

According to Spengler, the revolution which he is treating has 
nothing to do with economics. He disdains the category of cause: as 
is well known, he recognizes only fate, the blind, ineluctable des- 
tiny which governs the blossoming and withering of cultures. ‘This 
inexorable law of nature, by which man lives, is unaffected by 
human influences. The role of man is even more humble than in 
Hegel’s philosophy of history, where the individual is at least ac- 
corded the dignity inhering in the fact that he is the agency 
through which the Weltgeist works. Spengler’s world evolves inde- 
pendently of human will, so that change is conceived as a process 
excluding not only human freedom but also human activity. From 
our knowledge of other conceptions of history we know that deter- 
minism of this kind does not preclude activistic fanaticism. But 
Spengler writes as if he felt called upon to prove this. His bound- 
less fanaticism provides a pons asinorum between blind fate, which 
causes the blossom of culture to wither, and the labor leaders who 
have deliberately engineered the process of destruction; between 
the decline and the Caesar, whose well timed arrival, like that of 
Prince Charming in the fairy tale, does not come altogether as a 
shock to the reader. 

Caesarism, that is, the rule of the strong man, relies on armies 
rather than on parties. The Caesar despises the masses which he 
exploits, founds a world empire, overthrows the proletarian revo- 
lution, and subdues the colored races along with those white peo- 
ples who have shown themselves incapable of siring such a phe- 
nomenal beast of prey. From head to foot he is a perfect Prussian, 
or at least a Spenglerian Prussian. In truth he is “the romantic 
hero crying in the wilderness of history,”? a Wagnerian protagonist 
suffused in a cloying, fin de siécle perfume. 


1 Santayana, George, “Spengler” in The New Adelphi, March-May, 1929. 
*In a review of Der Mensch und die Technik Eugen Diesel emphasizes that Spengler 
is no longer modern, and that his attitudes and evaluations belong to the end of 
the preceding century (Deutsche Rundschau, vol. ccxxxi, 1932, pp. 21-27). 
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Toward what ends does this Caesar struggle? “Ideals are cow- 
ardice.”! The Caesar struggles for power, for nothing except 
power. As Lichtenberg put it, “he cares not what the sun may wit- 
ness in his empire, so long as it never sets thereon.’ Spengler’s 
Caesar is equipped with a sort of negative snobbishness. He de- 
spises science and arts. An admiral like Wellington, who cherished 
the hope that in victory the Briton would always be distinguished 
by his humanity, would hardly attain the rank of captain in Speng- 
ler’s fleet. And Bliicher, even though he spoke a miserable German, 
would be disqualified for the post of a corporal, on the score that 
as Field Marshal he had stood with bared head before the grave of 
the poet Klopstock. In Spengler’s army, not even Spengler would 
be read. The true soldier is imperialistic, obedient, and despises 
the civilian. 

Spengler’s crusade of hate against the sciences and arts is quite 
unmatched. This German author who does nothing except write, 
takes pleasure in ridiculing the Germans for having been “since 
1648” a people of theorists, poets and musicians. “For such pur- 
poses” says Spengler—I cite his exact words—“no money is 
needed.’’? This statement must be reread several times before its 
full import is realized. Rousseau despised reflection as a perversion 
of nature and the man who thinks as a decadent animal. Spengler, 
for all his jeers at Rousseau, stands much closer than he realizes to 
the great ideologist of democracy. For whosoever invokes soulless 
nature as a witness against culture invariably relapses into barbar- 
ism, a pagan® sphere in which the line of demarcation between the 
optimistic sentimentality of Rousseau and the snobbish pessimism 
of Spengler would be completely wiped out, were it not for the 


* Man and Technics, p. 19. 

* The Hour of Decision, p. 102. (Translated by Atkinson as “can thrive on no 
money.”’) 

* The criticisms which Spengler’s work received at the hands of Protestants in 
Germany were almost entirely favorable. The pagan character of his book was not 
as a rule recognized. The few Catholic reviews on the other hand were unanimously 
unfavorable. Cf. Schroeter, Manfred, Der Streit um Spengler (Munich 1922), 
p. 116 ff. 
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fact that Rousseau had a moralistic ideal, while Spengler has only 
the materialistic viewpoint that ideals are of no assistance in making 
money.* 


Ill 


In the voluminous discussion provoked by Spengler’s Decline of 
the West his transgressions against scientific accuracy have been 
established. It was not to be expected that a work which roamed so 
widely should be free from errors. But it was not a question merely 
of errors. There was disclosed an amazing legerdemain in the build- 
ing of those categories on which the main ideas of the book de- 
pend. This is worth remembering inasmuch as the later political 
writings of Spengler’s presuppose the validity of the leading idea 
of his chef-d’ oeuvre. 

Such basic categories are, for example, the Faustian soul and the 
Euclidean soul, in which Spengler seeks to express the dichotomy 
between the west and antiquity. In the attempt to establish this 
dichotomy, he attached major significance to the European “dis- 
covery” of the infinitesimal method whereon rested the “baroque 
mathematics,” which like music is an art of the boundless. As a 
matter of fact Greek mathematicians as early as 400 B.C. had been 
preoccupied with the same problems. The alleged fear of the 
Greeks in the face of the irrational is the sheerest creation of fancy. 
Nicholas of Cusa and Giordano Bruno pointed out that in their 
concept of infinity they were merely reviving pre-Aristotelian doc- 
trines.? As Ludwig Curtius has pointed out,’ the opinion that per- 
spective in painting was the peculiar discovery of the west is as 
absurd as the views that antiquity was unfamiliar with portrait 


1 With a certain justification it has been said: “. . . when Oswald Spengler writes 
a Decline of the West, he has really done nothing but rewrite the first Discours of 
Rousseau” (Paul Sakmann in his edition of the selected writings of Rousseau, J. J. 
Rousseau, Die Krisis der Kultur, Leipzig 1931, p. 69). The difference between 
Rousseau’s and Spengler’s concept of nature, which is worth while studying, would 
afford the best starting point for a qualification of this statement. 

*See Frank, Erich, “Mathematik und Musik und der griechische Geist” in Logos, 
vol. ix, 1920-21, pp. 222-59. 

*“Morphologie der antiken Kunst,” ibid., pp. 195-221. 
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painting, or that the western feeling of “sorrow” was unknown to 
the Greeks, or that they knew nothing about archaeology. Such 
instances of analytical distortion can be multiplied from all cul- 
tures and from all sciences and arts. In the descriptions to be 
found in Man and Technics of the various species of animals—by 
means of which Spengler arrives at certain conclusions regarding 
human ethics—accuracy and truth are cavalierly dealt with. It is 
the same with nature as with culture; both are simply material for 
constructions such as are necessary in his philosophy of history. 
From the point of view of adjudging Spengler’s political writ- 
ings, these constructions are more important than the facts with 
which he seeks to support them. The memory of man is short. 
What remains are the great basic conceptions: man is a beast of 
prey; only a Caesar can help us; cultures are plants; history is biind 
fate, and so forth. As Spengler’s critics have pointed out, he had a 
long line of predecessors. Certain fundamental ingredients of his 
system of ideas are to be found not only in Nietzsche but in many 
modern French and German philosophers, as, for example, Berg- 
son, Simmel, Stephan George and his followers. ‘Ténnies’ analysis 
of the differences between Gemeinschaft and Gesellschaft has been 
compared with Spengler’s distinction between culture and civili- 
zation. Croce, in his successful efforts to deflate the book in Italy, 
has criticized it as a hackneyed recapitulation of Vico’s Scienza 
Nuova. The dependence of Spengler’s historiography upon Ger- 
man romanticism has been repeatedly emphasized, and it can not 
be denied that Spengler’s literary style is reminiscent of Adam 
Miller, or that many of his characteristic conceptions and princi- 
ples were formulated and popularized by the romantic school. ‘The 
youthful Friedrich Schlegel, for instance, refurbished the very old 
idea of cyclical history, while Brentano and other romantics de- 
voted pages to the callousness of metropolitan civilization. It is 
even more interesting to trace the lineage of Spengler’s antinomies 


1 Spengler himself, in his brief pamphlet Pessimismus? (Berlin 1921), p. 5 ff., men- 
tions Leibniz, Goethe, Hegel and Nietzsche as the precursors of the “hidden prem- 
ises” upon which he “unconsciously” based his thought. 
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of causality and fate, becoming and become, through the inter- 
mediate stage of Nietzschean aphorism, to their more remote 
sources in Romantic natural philosophy, which demonstrates in 
great detail the necessity of supplanting the causal method of ex- 
planation by the genetic. Yet none of Spengler’s precursors, many 
of whom he may not know, developed the beast of prey philosophy 
which equates brutal treatment of the weak with heroism. Among 
Spengler’s more recent predecessors, the most interesting, prob- 
ably, to American readers is Brooks Adams, who had much the 
same approach to western civilization,! and who like Spengler 
repeatedly emphasized the similarities between our own culture 
and that prevailing in the later Roman Empire. 

At this point I should like to call attention to the book of a 
writer whose similarity to Spengler has not been emphasized by 
Spengler’s critics: Nikolay Danilevsky’s Russia and Europe.? A 
direct influence of Danilevsky on Spengler is improbable and 
comparatively uninteresting. I mention the book in this connec- 
tion by way of illustrating the general theory that similar political 
aims often lead various writers of the same period to use similar 
methodologies, to order their material from similar points of view, 
and to formulate much the same concepts. The investigation of 
such interrelationships has been accorded particular attention by 
the discipline known in Germany as sociology of understanding 
(Wissenssoziologie). 

Danilevsky’s book, written in the yeais 1865 to 1867, became 
the Bible of pan-Slavism. It proclaimed the necessity of a fight 
against Western Europe in defense of orthodoxy, Slavism and peas- 
ant economy. Spengler’s chef-d’oeuvre was conceived in 1911, 
+ Adams, Brooks, The Law of Civilization and Decay (German translation, Vienna 
1907). As far as I know Hermann Schoop was the first in Germany to note the 
affinities between Spengler and Adams (Wissen und Leben, vol. xvi, 1923). 

*A condensed German edition, to which the following citations are made, ap- 
peared under the title Russland und Europa, ed. by K. Nétzel (Stuttgart 1920). 
Pitirim Sorokin in his Contemporary Sociological Theories (New York, London 
1928), p. 737, mentions Spengler and Danilevsky in a more general connection. 


Cf. also the biography of Danilevsky in the Encyclopaedia of the Social Sciences, 
vol. iv (New York 1931). 
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under the impact of prewar German imperialism. The first vol- 
ume proceeded from the assumption that Germany would win the 
World War: Spengler’s idea of Caesarism had, as it were, an actual- 
ity, which was falsely anticipated since Germany lost the World 
War. But, according to the law of literary gravity, the idea of 
Caesarism never again was absent from Spengler’s writings. 

The pan-Slav Danilevsky adumbrated the methodological prin- 
ciples of the German imperialist, Spengler. The Russian writer 
distinguishes like Spengler between culturo-historical types. He 
maintains that each of these types is a unit unto itself and that the 
“fundamentals of civilization of one culturo-historical type can not 
be transplanted to the peoples of another type.’’! In this he antici- 
pates the underlying fallacy in Spengler’s view of history. He con- 
tends that the life force of every people eventually exhausts itself? 
and uses such expressions as “‘childhood” of civilization, and “‘se- 
nile civilizations.”* He has even the Spenglerian idea of the cul- 
tural regression to more primitive stages (Fellachendasein): “from 
time to time decaying and self-destructive culturo-historical types 
sink to the level of ethnographic material.”’* This conception serves 
to accentuate the necessity of a political policy of conquest. ‘The 
fifth of Danilevsky’s laws of historical development contains the 
basic conception, with almost identical phraseology, of Spengler’s 
morphology of history: “The process of evolution of culturo- 
historical types is most closely akin to that of plants which live for 
many years but bear fruit only once.’ 

These citations must suffice as indications. The differences be- 
tween the two writers can be discovered by reading their books. 
These differences are due in part to the advances which have been 
made in the individual sciences since the days of Danilevsky and 
in part to the fact that Danilevsky was a specialist in botany and 
Spengler in mathematics. The greatest difference, however, is that 


* Russland und Europa, p. 61. 
*Tbid., p. 58. 

*Ibid., pp. 61 and 59. 

*Ibid., p. 59. 

*Ibid., p. 61. 
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while Danilevsky was deeply concerned over the orthodox Chris- 
tianity of the Russian people, Spengler’s only religion is the gospel 
of power. 


IV 


In our age the means of criticism of culture are more abundant 
than ever before. With the collapse of Christian thought the com- 
petition and struggles of those secularized Weltanschauungen in 
terms of which the various interests in society seek to justify them- 
selves have multiplied the forms which criticism may take, while 
at the same time the democratic leveling of culture has been con- 
ducive to the greatest perversion of criticism. Anyone who has a 
command of words can set up as a critic. The necessary phrases are 
cheap; the necessary arguments are available almost for the asking. 
All there is to be said against trade-unionism and socialism can be 
found in chamber of commerce pamphlets. The crimes of the 
upper classes are common knowledge of every socialistic agitator. 
The rational grounds for the rejection of religion were martialed 
by the encyclopédistes; their works are no longer needed, every 
freethinkers’ society peddles their phrases. The characteristics 
which make the masses a threat to culture are catalogued in many 
books, but they can be gathered equally well from journalistic edi- 
torials. The effeteness of liberal individualism is known to almost 
every fascist. The opponent of revolution is not called on to read 
Burke or de Tocqueville or Goethe, for mediocre conservatives 
have stuffed their coffers with small change minted from the gold 
of these writers. The passionate creeds of freedom and progress 
are learned in school, and it is not easy to surpass them. 

This democratic leveling of the intellectual bellum omnium 
contra omnes has tended to arouse distrust of the critics of culture. 
Their trade has become altogether too easy. All too easily is their 
intellect admired, where only the rhetoric is beguiling or the 
evaluations comforting. It is therefore imperative to inquire, pre- 
cisely and objectively, “how great is your distance from the things 
which you damn? What are the aims which you have to set up? 
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Exactly what kind of man do you want when you complain about 
those with whom you live?” In answer to such questions anyone 
who has devoted himself earnestly to his chosen task can give an 
unequivocal answer, which even though it may be unacceptable in 
itself, assures the questioner that human existence is worth while. 
For there exists a community of spirits in which the clash of values 
is transcended by the greatness of those who belong to it. In this 
community may be found such men from the immediate past as 
Jacob Burckhardt, Kierkegaard, the young Marx and Max Weber. 

Spengler, questioned as to the type of man he wishes, has only 
the paltry answer: “I see and wish man as a beast of prey, living 


in a godless world, whose history is governed by blind laws of 
nature.” 


That is enough. It is decisive. 





SOME INTERNATIONAL COMPARISONS 
OF TAXATION 


I+ 1s common practice to resort to international comparisons in 
order to determine whether a country is relatively overburdened 
with taxes, or whether there exist tax reserves which have not yet 
been exhausted. In the face of the increasing public debt of the 
United States, the question becomes very urgent. In this note I 
shall not discuss the concept of over-taxation in general, which may 
vary with the fiscal, social and economic viewpoints. Nor shall I 
discuss at length why every comparison of taxation should pay due 
attention to the differences in economic and political conditions, 
the differences in kinds of public expenditures, and above all, 
the different boundaries drawn between public and private activity 
in the countries in question. There is valuable material on these 
points in a very profound study of international tax comparison, 
published a year ago by the German Statistische Reichsamt.? 

Serious objections have been raised against comparisons of dit- 
ferent tax levels measured by the relationship between taxation and 
national income.? But the differences are so striking that they 
indicate, despite the incompleteness of detail, that the taxation of 
America has less exhausted its resources than that of the other 
countries. Since 1929 the relative tax burdens have increased in all 
countries; but the fact that the tax level in the great European 
countries is more or less double the high mark of the United States, 
has not changed materially. 


1 Internationaler Steuerbelastungsvergleich. Die Steuer- und Soziallasten der gewer- 
blichen und kaufmdnnischen Betriebe in Deutschland, Frankreich, Grossbritannien, 
Italien, Osterreich und den Vereinigten Staaten von Amerika. (Einzelschriften zur 
Statistik des Deutschen Reichs, elaborated by the Statistische Reichsamt, no. 23, 
Berlin 1933.) See also Colm’s critical review in the Finanzarchiv new ser., vol. ii, 
no. 1 (Tiibingen 1933), p. 171 ff. In the present note only the results are quoted, 
without the methodological explanations and reservations which should be con- 
sidered in every detailed study of these problems. 

* For a brief statement of these objections, see Colm’s “Hinkende Steuerbelastungs- 
vergleiche” and “Erledigte Argumente; Zw6lf Kapitel Lausanne,” published by the 
Frankfurter Zeitung, 1932. 





COMPARISONS OF TAXATION 


TABLE 1. TAx LEVELS IN VARIOUS COUNTRIES, 1929 


Country Taxation® Taxation and Social Burden? 
in Per Cent of National Income 


United States 11.3 11.3 
Germany 19.0 25.8 
France 23.2 23.2 
Great Britain 18.9 20.7 


« Federal, state and local taxation. 

b Taxation together with compulsory contributions to social insurance. A com- 
parison including the social burden should allow for the fact that in the European 
countries some services, medical attention for example, are met by these funds, 
while in the United States they are met by private means. 


A study of specific tax sources leads to similar conclusions. 

1. Acomparison of real estate taxation involves, to be sure, many 
complications due to the different methods of assessment. A special 
difficulty arises from the question whether or not the relevant 
schedules of the income tax are to be regarded as real estate 
taxation. According to the German publication quoted above, 
certain real estate in New York, in 1929-30, paid 2.4 per cent of its 
market value, while the percentage for Germany? and France was 
1.5, and for Great Britain (the corresponding income tax schedule 
included) the tax was 1.8 per cent. 

2. It isa special feature of the German system of taxation, which 
may be due to the German pyramid of income, that incomes in 
the lower and middle brackets bear a high direct tax burden. Ac- 
cording to the schedule of January 1, 1932, an employee with a 
salary of $600 a year (in terms of the traditional gold parity) had 
to pay 7.8 per cent of his income if he was single, as income tax and 
similar taxes, and 3.7 per cent if he was married and had two 
children. An additional 12 per cent of his wages had to be paid as a 
contribution to social insurance. In France, Great Britain or the 
United States, an employee with an income of similar size had no 
income tax whatsoever, and only negligible amounts were called 
for by France and Great Britain for social insurance. 


*Two per cent Hauszinssteuer, which is a special tax not comparable with the 
real estate taxation in other countries, is not included. 
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g. If we compute the excises which rested upon the normal 
budget of this typical employee and his family during 1928-29, we 
get the following results: the same employee with a family of two 
children had to pay as consumption taxes 3.0 per cent of his income 
in Germany; 4.2 per cent in France; 5.7 per cent in Great Britain; 
and 0.6 per cent in the United States. 

4. A private business man (with a wife and two children) had to 
bear income taxes and similar burdens as shown in Table m: 


TABLE 1. TAXATION OF PROFITS IN SOME COUNTRIES 
(In PER CENT OF PROFIT) 


Income from profit Germany France Britain Ttaly Austria United States 
in Dollars 
3,000 19 11 —_ 21 12 —_ 
10,000 39 16 8 23 21 2 
100,000 47 30 27 28 44 18 


5. Whereas in the United States and Great Britain the different 
kinds of property taxes, income taxes and excises mentioned above 
amount to an overwhelming part of all tax receipts (federal, state 
and local taxes), in France and Germany the different kinds of 
business taxation (sales tax, capital taxes, etc.) are very important. 
Table 1 illustrates the taxes which ensue on the formation of a 
corporation having a nominal capital of 2.5 millions of dollars. 


TABLE 11. FEES AND TAXATION LEVIED AT FORMATION OF A CORPORATION 


Amount of Fees 


Number of Different Fees and Taxes (in 
Country and Taxes Thousands of Dollars) 
Italy 28 44 
France 14 80 
Germany 13 63 
Great Britain 7 27 
United States 7 3 


6. The analysis of the Statistische Reichsamt presents, besides 
these comparisons of special taxes, a comparison of the total taxes 
from the viewpoint of an industrial enterprise. It computes not 
only the taxes paid by the enterprise itself, but also the taxes paid, 
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either directly or indirectly, by the stockholders, the directors, or 
employees. For purposes of analysis, we may assume that a hypo- 
thetical enterprise of the same legal organization, with the same 
capital (two and one half millions of dollars) and the same equip- 
ment, wage-bill, profits and amount of sales, could be located in 
Berlin, New York, Paris or London. The taxes (federal, state and 
local, in force Jan. 1, 1932) which this same enterprise, and the 
persons procuring income from this enterprise (excises included) , 
have to pay in each of these cities, are expressed in percentages of 
the total yield (profit plus wages plus salaries plus interest, etc.) . 

I present in Table tv the results for two types of corporation, 
Corporation I representing a type of enterprise using more fixed 
capital and fewer employees, and Corporation II using a greater 
number of employees and less fixed capital. The total capital and 
profit are in both cases assumed to be equal. 


TABLE Iv. TAXATION IN PER CENT OF THE “VALUE ADDED BY 
MANUFACTURE” OF TYPICAL INDIVIDUAL CORPORATIONS 


Corporation Type I Corporation Type IT 
Taxation of Berlin Paris London New York Berlin Paris London New York 
Corporation itself 23.4 146 7.5 9-9 13.3 78 3.8 3-2 
Stockholders and 
Board of Directors 5.3 9.1 4-2 1.6 1.8 2.6 1.6 0.7 
Bondholders 1.2 1.2 0.8 0.2 04 O4f Og 0.1 
Employees 9.8 4.0 4.1 0.3 14.3 5-7 5-7 0.4 
Totals 39-7 28.9 16.6 12.0 299 616.5 11.4 4:5 


Table tv shows from a special angle the difference in the level of 
taxation which was presented in Table 1. However, it does not 
present a complete comparison of the general tax levels, because 
it does not cover the taxation of agricultural incomes, small enter- 
prises and trade firms, but only of a certain type of industrial 
income. In addition this table illustrates the differences in the 
structure of taxation, and exhibits for the United States the para- 
mount importance of taxation of the corporation itself as against 
the taxation of personal incomes derived from industrial firms. 
GERHARD COLM 





AMERICA IN WORLD TRADE 


The urgency with which the Secretary of Agriculture has repeat- 
edly in the last few months emphasized the importance of the 
foreign market for American agricultural products! makes it 
appear proper to call attention here briefly to a German investi- 
gation which offers interesting material with regard to the question 
of the position of the American continent in world trade. The 
reference is to the two volume work, Der deutsche Aussenhandel 
unter der Einwirkung weltwirtschaftlicher Strukturwandlungen, 
which gathers together the results of the work of the Committee 
for the Investigation of the Production and Market Conditions of 
German Economy (Enquéte-Ausschuss) .? 

An analysis of the total volume of international trade of the 
five continents shows, according to this report, that from 1911-13 
to 1929 the share of Europe in this total world trade fell from 
59-7 per cent to 51.8 per cent, while during the same period the 
share of the American continent rose from 21.6 per cent to 26.9 
per cent. The development which these figures reveal is more sig- 
nificant than the absolute figures themselves. For it is to be ex- 
pected that Europe, split up into a multiplicity of states, should 
predominate in international trade. In 1913 there were thirteen 
countries in Europe with their own statistics on foreign trade; 
in 1929 there were twenty countries. Before the war there were 
5,000 miles of tariff frontiers in Europe, now there are 12,500 
miles. The fact that, despite this increase in the number of Euro- 
pean countries and in the length of European tariff boundaries, 
the share of Europe declined reveals the de-Europeanization of 
1 Cf., for instance, the Report of the Secretary of Agriculture for 1933 (Washington 
1933) and Wallace, Henry A., “America Must Choose” in the Foreign Policy Associa- 
tion World Affairs Pamphlets, no. 3 (New York 1934). 

2 Publications of the Ausschuss zur Untersuchung der Erzeugungs- und Absatz- 
bedingungen der deutschen Wirtschaft, 1. Unterausschuss, 5. Arbeitsgruppe, vol. xx, 
parts 1 and 2 (Berlin 1932). The publication was elaborated under the direction of 
Professors Gerhard Colm and Hans Neisser in the statistical department of the 


Institut fiir Weltwirtschaft und Seeverkehr at the University of Kiel, then under 
the direction of Bernhard Harms, and was published by the Institut. 
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international trade. On the other hand, the increase in the figure 
for the American continent serves as an indication of how the 
predominance in world economy has shifted to the United States 
as a result of the war, the industrial development of the United 
States and its shift from the status of a debtor nation to that of a 
creditor nation with large foreign investments. The following table, 
compiled from the Statistisches Jahrbuch fiir das deutsche Reich 
(1933, p. 104* ff.) confirms this picture. 


INDEX OF VOLUME OF INTERNATIONAL TRADE? 
(1913 = 100) 
Year Europe Rest of World Total 
1900 66.4 54-3 61.7 
1913 100.0 100.0 100.0 
1920 64.1 105.4 80.1 
1924 88.3 124.6 102.4 


1925 92.1 136.3 109.2 
1929 112.0 158.2 129.9 


1932 77-3 91.0 82.6 


2 Price changes are eliminated in these figures so that they actually show the de- 
velopment of the quantities of commodities exchanged. The figures also show that 
during the whole period from 1924 to 1931 the annual volume of international trade 
was greater than in the year 1913. 


The publication of the Enquéte-Ausschuss makes these facts 
even more significant by separating the trade relations within a 
continent (intracontinental foreign trade) from those between the 
continents (intercontinental trade) .1 This reveals that even the 
trade of Europe within Europe developed far more slowly after 
the war than the trade of Europe with the other continents. The 
value of intracontinental trade (involving the higher price level) 
of Europe for 1927-29 was only 31 per cent higher than for 1911-13, 
while the intercontinental trade of Europe was 68 per cent higher. 
This reveals the cause of the de-Europeanization of international 
trade. It rests overwhelmingly on a de-Europeanization of the 
European foreign trade itself, which is characterized by decreasing 
exchange of raw materials and foodstuffs and restricted industrial 


1 [bid., part 2, p. 356. 
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exchange within Europe—the consequences of impoverishment 
and of the increase in tariff rates. The picture for North America is 
quite different. There the intracontinental trade increased by the 
immense figure of 163 per cent, a result above all of the more 
intensive trade relations between the United States and Canada. 
But the increase in the intercontinental trade of North America 
was also extraordinary, amounting to 124 per cent, which was 
much more than that of Europe. In intercontinental trade alone, 
which amounts to about half the total international trade, the 
share of Europe decreased from 21.4 per cent of the whole in- 
ternational trade in 1911-13 to 20.6 per cent in 1929, while in the 
same period that of North America increased from 8.5 per cent to 
10.8 per cent. The significance of this is most clearly revealed by 
the per capita figure. The amount of intercontinental trade per 
capita in Europe amounted to 73 marks in 1913 and to 110 marks 
in 1929. In North America, on the other hand, the corresponding 
figures in the same years were 124 marks and 205 marks. The per 
capita share in intercontinental trade is therefore very much larger 
for the North American than for the European and even the in- 
crease from 1913 to 1929 was greater in North America than in 
Europe. 


ARTHUR FEILER 
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BOOK REVIEWS AND NOTES 


CLARK, JOHN MAURICE. Strategic Factors in Business Cycles. New 
York: National Bureau of Economic Research, in cooperation with the 
Committee on Recent Economic Changes. 1934. 238 pp. $1.50. 


Clark’s book offers a most important contribution to the analysis and 
interpretation of cyclical movements. It substantiates once more the 
contention that no quantitative analysis is possible without a prelimi- 
nary clarification of the data by the use of theoretical concepts and 
relationships; on the other hand, it shows that neither the working 
hypotheses underlying our thought nor its conclusions can be verified 
by “facts.” Empirical evidence may suggest that certain conclusions 
are plausible or possible while others are inconsistent with reality. 
More can scarcely be expected from empirical observation in the eco- 
nomic realm where complex and interrelated short and long time 
fluctuations and secular trends lend the facts a peculiar aura of am- 
biguity. The serviceability of economic theory is not denied thereby; 
if it begins with correct assumptions and proceeds logically to conclu- 
sions compatible with facts it is just as effective as science is in the 
study of nature. 

The second part of the book, following a theoretical introduction, 
is given to a detailed analysis of numerous time series; and the inter- 
pretation of the movement of individual series leads to the conclusion 
that there are several central areas of disturbance — construction, hous- 
ing, durable consumers’ goods industries. Special interest attaches to 
Clark’s analysis of income fluctuations, of their influence on the move- 
ment of the business cycle and of their significance in understanding 
the vicious circle into which the cycle may run (p. 79), particularly 
when the crisis is very severe (p. 86) . 

Clark makes a number of important contributions toward the ad- 
vancement of the theory of a dynamic economy, especially the theory 
of crises. The following are selected for specific mention: 

1. The concept of equilibrium, which underlies the classical theory 
of crises and particularly the denial of any need for active intervention, 
is shown to lack clarity when applied to an economy in a stage of rapid 
growth (p. 127 ff). For an equilibrium between demand and supply 
in the commodity markets may be established at a number of different 
price-quantity levels. In that sense a condition of equilibrium is closely 
approached in every depression. But in severe depressions such an 
equilibrium presupposes large and prolonged unemployment, which 
fact leads to a consideration of another equilibrium concept —the bal- 
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ance between demand and supply in the labor market. In particular 
situations therefore the quantitative relationship of forces may be 
such that the automatic working of the market system will not lead to 
equilibrium; this is the strongest argument for an active anti-depres- 
sion policy. 

2. A consideration of the monetary aspect of the cyclical process 
clarifies the significance of cumulative change; only because fluctua- 
tions are inevitably cumulated are the peaks so high and the troughs 
so low. 

3. Reduction of interest rates is shown to be a significant force in 
the present stage of capitalist development (p. 150 ff), an influence of 
far reaching importance for the changing structure of the capitalistic 
economy. 

4. The increasing weight of industries manufacturing durable con- 
sumers’ goods is established as a factor enhancing the amplitude of gen- 
eral business cycle fluctuations. 

Clark is an exponent of an active interventionist policy. His thought 
is oriented upon a planned economy in the sense in which it was advo- 
cated in recent years in Europe. He realizes, however, that interest rate 
control by central banks is insufficient in itself to regulate business 
activity (p. 208-9). 

The book unfortunately does not include a discussion of the effects 
of technical progress, although Clark obviously attributes to it con- 
siderable importance as a dynamic element. 

This highly theoretical work is thus a brief for a very active economic 
policy. It argues that social catastrophies can be avoided only if vehe- 
ment and eruptive expansions of production are forestalled through 
credit control, regulation of the labor market, regularization of the 
flow of investments and a deliberate policy of stabilization and steady 
raising of consumers’ income. 

The book affirms a modified version of the consumers’ purchasing 
power theory which probably dominates economic thinking in the 
United States at the present time, namely that the automatic func- 
tioning of the economic system does not bring about a balance be- 
tween increases in production and in purchasing power. The essential 
validity of this argument is granted by all theories (it is a component 
part even of Schumpeter’s theory) . If attention has not been focused 
upon it before it is because under other conditions in the investment 
and labor markets the disparity between output and demand could be 
rectified by a comparatively slight decline in prices or wages. 

EMIL LEDERER 
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HOLCOMBE, A. N. The New Party Politics. [Social Action Series, ed. 
by Alvin Johnson] New York: Norton. 1933. 148 pp. $1.75. 


The New Deal, or what many people call the Roosevelt Revolution, 
made its entrance into the life of this country through regular political 
channels, after regular elections; it is now transforming deeply eco- 
nomic forces and social institutions, but it has affected practically not 
at all the structure of the political parties. Why this strange respect 
from the New Deal? Why is it that although the leadership in Wash- 
ington has entirely changed from the Hoover to the Roosevelt admin- 
istration, the political framework seems to be, with different protago- 
nists and different labels, substantially the same? The answers can be 
numerous, including the necessary and obvious sermon of the com- 
munists who say that there is really no difference between the two 
regimes, and of the fascists who say that politics is fading away and 
giving place to an authoritarian technique. This quiet on the political 
front seems sometimes refreshing, sometimes ominous; a serious in- 
vestigation is needed in order to suggest well balanced hypotheses. 

It is difficult to think of a scholar better qualified than Professor 
Holcombe for this kind of work. He is the author of one of the most 
penetrating books on American political parties; a book often quoted 
and more often copied, which has been the main source of information 
and inspiration for several European students of American politics. In 
the American Party System Professor Holcombe had to analyze a fairly 
uniform national experience and to give a definite shape to the classic 
researches of F. Turner and himself on the sectional character of 
American politics. In The New Party Politics Professor Holcombe has 
a much harder task: he is obliged to look around all over this troubled 
world, and it is part of his task to forecast the future. 

Also in the field of party politics, the author says, a deep transforma- 
tion is going on: the conditions are present in this country for a grow- 
ing class consciousness, for a political articulation of the middle class 
which may not fall into the temptation of fascism, and for a definite 
conflict between country and city, rural and urban politics. Urban 
politics means a greater concentration of executive power, a strongly 
organized civil service, an always greater state intervention in business. 
Professor Holcombe is very effective in stressing this last argument with 
reference to the Roosevelt administration. The hypotheses that the 
author offers are very stimulating and very debatable. One wonders, 
for instance, if the trend of the population from the country to the 
urban area can be considered as a permanent one, and even so, if it 
means a necessary spreading of urban mentality. Professor Kolb of the 
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University of Wisconsin has given solid ground for some doubts in this 
regard with his hypothesis of rural-urban areas. One wonders also if the 
same tendencies which have stopped the numerical growth of the work- 
ing classes to the advantage of the middle classes are not hindering the 
further expansion of mammoth cities. 

The central thesis of the book is the development of a new political 
force based on the urban middle class: this is a strong guarantee in the 
mind of the author for a renewal of American political life without a 
revolution. This thesis implies two important conditions. The first is 
the passing of the structure of political parties from a plane of uncon- 
sciousness to a plane of consciousness: the two political parties have 
always been middle class organizations, but they have not always been 
ruled in the interest of the middle class. The second and more impor- 
tant condition is a diminished social mobility; that is to say, a peaceful 
renunciation of chances and opportunities by men of the middle class, 
and the evolution of an autonomous middle class style of living, differ- 
ent from the present imitation on a cheaper scale of the upper classes’ 
behavior. 

It is the purpose of such a book to stimulate discussions; Professor 
Holcombe has accomplished this purpose in the most brilliant way. 

Max ASCOLI 


COLE, G. D. H. and MARGARET. The Intelligent Man’s Review of 
Europe Today. New York: Knopf. 1933. 624 pp. $3. 


This book by Mr. and Mrs. Cole is profitable but disheartening read- 
ing. Profitable because of the enormous amount of data selected and 
reported with experienced keenness and overscrupulous objectivity; 
disheartening because this not too optimistic book attempting sober 
prophecies at the beginning of 1933 seems to be a catalogue of dis- 
appointments when read in the first months of 1934. 

Generally speaking, the judgments and forecasts of this book prove 
to be surprisingly correct regarding the international situation, but 
less sure and quite often refuted by the facts when they deal with the 
internal affairs of the different nations. This seems to be the strange 
destiny of a good many left wing leaders of the European countries: 
they have an excellent grasp of the international situation; they appear 
real in the artificial light of Geneva, but their leadership vanishes in 
the crude light of their native countries. 

It is amazing that two people should have been able to collect and 
digest and reduce to unified shape such a huge mass of material. But 
the objective and moderate way in which so many elements are assem- 











ble 
inte 
tal 
tee 
an 


VI 
[Dz 
Pre 


Co: 
tud 
not 
pol 
for 
of | 


evil 
of 7 
ear 
rej 
for 
anc 
tio! 
nat 
yea 
per 
pre 


anc 
att 
der 
doi 


IN’ 
ure 
Co. 
224 








BOOK REVIEWS AND NOTES 255 


bled creates a certain monotony damaging both to the unity and to the 
interest of the whole book. This is unfortunate because the fundamen- 
tal idea is a very noble one. It is a belief in internationalism guaran- 
teed by the responsible action of the socialist parties all over Europe: 


an idea which, one grieves to say, sounds strange and unreal today. 
M. A. 


VINER, JACOB. Balanced Deflation, Inflation or More Depression. 
[Day and Hour Series, no. 3] Minneapolis: University of Minnesota 
Press. 1933. 30 pp. 25 cents. 

In this paper which was read before the International Economic 
Conference of 1933, Jacob Viner discusses the various possible atti- 
tudes of economic policy in the face of the present crisis: (1) the “do- 
nothing”; (2) the hortatory policy; (3) the “do the wrong things” 
policy; (4) the deflation policy; and (5) the inflation policy. He finds 
for each of these methods—at different times and in different degrees 
of constancy—examples in the economic policy of the United States. 
He believes that under the present conditions, an active policy is in- 
evitable. Some measures of balanced deflation, of diminishing the cost 
of production and writing off pre-depression debts are necessary. But 
early recovery can only be brought about by induced inflation. Viner 
rejects the theoretical arguments against inflation. He prefers, chiefly 
for psychological reasons, inflation without going off the gold standard, 
and without resorting to budget deficits. He suggested to the Interna- 
tional Economic Conference a plan for raising the price level, for inter- 
national capital transactions and for lowering tariff walls. Today, one 
year later, after the failure of the World Economic Conference, and a 
period of purely national recovery policy, the same problems are again 
pressing. 

As a sole critical comment on this excellent, concise and well bal- 
anced paper, I suggest that Viner has perhaps overstressed the respect 
attributed to unjustified psychological reactions, and has possibly un- 
derestimated the strong psychological effect produced by a policy of 
doing something, and chiefly of doing the right things. 

G. C. 


INTERNATIONAL LABOUR OFFICE. National Recovery Meas- 
ures in the United States. [Studies and Reports, Series B (Economic 
Conditions) no. 19] Geneva. Boston: World Peace Foundation. 1933. 
224 pp. Paper $1; cloth $2. 

The book gives the texts of the outstanding recovery measures bear- 
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ing directly upon questions of industry and labor, and sums up briefly 
those other measures which are important in the financial and eco- 
nomic situation. Furthermore, it publishes the texts of the President’s 
Reemployment Agreement, of twelve codes, and a list of codes ap- 
proved. It gives the picture of the whole recovery program. 

F. W. 


UNTEREINER, RAY E. The Tax Racket. What We Pay to Be Gov- 
erned. Philadelphia: Lippincott. 1933. 162 pp. $1. 


Dr. Untereiner presents a brief summary of budget and taxation 
theories, and on the basis of these theories he presents a critical descrip- 
tion of the federal, state, and local tax systems, and concludes with pro- 
posals for tax reforms. 

The book provides a concise review of the tax problems of the 
United States.But some of these statements are contestable, partly due 
to his simplifications in the interests of popularity, and partly due to 
his attitude, as indicated in the title of his book. 

He proposes chiefly a retrenchment of public activity and he sug- 
gests that public expenditures should be fixed at a certain percentage 
of the national income. Untereiner does not consider the problem 
whether or not public expenditures, taxes, and debts are subject to 
differences in importance in the different phases of the business cycle. 
Concerning the tax system, he proposes a better coordination between 
federal, state, and municipal taxation, and a relief of the real estate 
burden. 

G. C. 


INTERNATIONAL LABOUR OFFICE. The Social Aspects of Ra- 
tionalisation. [Studies and Reports, Series B (Economic Conditions) 
no. 18. Introductory Studies] Geneva. Boston: World Peace Founda- 
tion. 1931. 381 pp. $2. 

In pursuance of the demands of a resolution adopted by the Inter- 
national Economic Conference in Geneva in 1927, and the Interna- 
tional Labour Conference in 1928, the International Labour Office 
prepared a study which considers rationalization (that is, the methods 
of technique and of organization designed to secure the minimum 
waste of either effort or material) under the aspects of output, hours 
of work, wages, employment, industrial hygiene, accident prevention, 
the characteristics of work for the worker, certain forms of group con- 
tract work and industrial relations. An appendix deals with coopera- 
tive methods of rationalization. 
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The study shows the effect on output of different methods of ra- 
tionalization, examines the influence of changes in hours of work and 
determines whether and to what extent the progress of rationalization 
in turn affects hours of work. In the same way the effect of rationaliza- 
tion on the level of wages is examined. As to unemployment, a British 
inquiry says that the evidence of the employers is to the effect that the 
number of their employees has not decreased. In Germany rationaliza- 
tion measures have been adopted on a very wide scale and seem to 
have had the effect of reducing the number of workers. The same ob- 
servation has been made in the United States but, as the study says, it 
is probable that a good many of the displaced workers have actually 
taken on different jobs. 

The study is a preliminary one but gives a series of interesting sur- 
veys and reports on the abundant material. 

F. W. 


EPSTEIN, ABRAHAM. Insecurity. A Challenge to America. [Intro- 
duction by Frances Perkins] New York: Smith and Haas. 1933. 680 
Pp. $4- 

The executive secretary of the American Association for Old Age 
Security, the champion of old age and unemployment insurance, gives 
a comprehensive study of social insurance in the United States and 
abroad. His starting point is the conviction that insecurity is becoming 
more and more intolerable. He shows the growing menace of inse- 
curity, with its danger of moral deterioration to all groups of society, 
and analyzes its causes. The meaning of old age, of unemployment, 
illness and accidents is treated with a human touch. Mr. Epstein points 
out that charity, relief, welfare work of the factories and voluntary 
insurance are quite insufficient to cover the risk. He gives a review of 
social insurance systems in their principles and practice, and advocates 
social insurance as a feasible method of social security. This brilliant 
study will serve admirably as a basis for a social insurance discussion, 
and should contribute toward the development of legislation in the 


United States. 
F. W. 


KELLOGG, RUTH M. The United States Employment Service. [So- 
cial Science Studies, directed by the Social Science Research Committee 
of the University of Chicago] Chicago: University of Chicago Press. 
1933- 192 pp. $1. 

This study of the reorganized system of federal offices is based on a 
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field survey in several industrial and agricultural states which conduct 
employment offices of their own as well as those which do not. The 
survey gives an excellent picture with many details of the state of the 
public employment offices, including the Federal Veterans’ Service and 
the Farm Labor Service. Brief mention is made of free agencies. The 


book is valuable for its information. 
F. W. 


WIGGS, KENNETH INGRAM. Unemployment in Germany since 
the War. [With an introduction by Henry Clay] London: P. S. King. 
1933- 216 pp. 10s 6d. 

After an explanation of the German unemployment and employ- 
ment statistics, this thorough and valuable study gives a survey of un- 


employment in Germany before, during and since the war. It then 
analyzes the causes, distinguishing between those which were operative 
before the war and those peculiar to the postwar years. The author 
discusses the influence of inflation, of the scarcity of capital, of repara- 
tions and especially of wages. He comes to the conclusion that seasonal 
factors accounted for an average of some 1,200,000 unemployed every 
winter. He tries to show—and he emphasizes this factor too much— 
that the failure of wages to respond readily to a rapid fall of prices 
was the cause of the heavy and sudden increase of unemployment dur- 
ing the depression, and that the advance of wages between 1924 and 
1926 was more rapid than would be justified by the increase of pro- 
duction. Though German rationalization has been overestimated, it 
was the immediate cause of a great deal of unemployment. 

The conclusions show that unemployment in Germany is a mani- 
festation of a large number of factors of friction, which have been intro- 
duced into postwar economic life. 

F. W. 
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